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GENERAL 


Outlook for Europe’s Security Arrangements 


94CM0283A Beijing XIANDAI GUOJI GUANXI 
[CONTEMPORARY INTERNATIONAL RELATIONS] 
in Chinese No 53, 20 Mar 94 pp 12-16 


[Article by Li Yiyan (2621 0110 5888): “America’s New 
European Security Strategy”’] 


[Text] Ir: early 1994, U.S. President Bill Clinton made his 
first trip to Europe since taking office to attend the NATO 
meeting in Brussels. In Prague, he met the leaders of the 
Czech Republic, Slovakia, Poland, and Hungary, and then 
went on to visit Russia, the Ukraine, and Belarus. During 
this European trip, Clinton put forward his new strategy 
on European security. This conception contains the fol- 
lowing four basic points: 


1. Reiteration That Europe Remains the Key to America’s 
Security and the Center of Its Interests. During his trip to 
Europe, Clinton constantly emphasized this point. Cer- 
tainly this comforts U.S. European allies and relieves 
their anxieties, but it also reflects the true intentions of 
the United States. It takes into account the following 
three considerations: |) Economically, although exports 
to Asia are greater than its exports to West Europe, West 
Europe remains the principal trading partner of the 
United States. This is particularly the case for invest- 
ment. Europe is the area that gets the largest amount and 
the highest percentage of direct investment by the U.S. 
According to statistics contained in the United Nations’ 
“World Direct Investment Abroad,” between 1980 and 
1990, U.S. total direct investment in western Europe and 
the EC increased from a respective $96.065 billion and 
$80.436 billion to a respective $203.613 billion and 
$172.941 billion. The percentage of U.S. total direct 
investment in West Europe and the EC also rose from a 
43.6 and 36.5 percent to 48.1 and 40.87 percent. In 
November 1993, U.S. Secretary of State Warren Chris- 
topher said that “American corporate investment in 
Europe was more than twice its investment in another 
other region.” 2) In security terms, Europe is the center 
of U.S. security interests. At the NATO heads of state 
conference, Clinton said explicitly that “our security 
during this generation will depend on whether reform 
succeeds” in the countries of East Europe. 3) Strategi- 
cally, in September 1994, U.S. security advisor Anthony 
Lake stated U.S. new post-Cold War strategic “expan- 
sion strategy,” which has four parts, the first two of 
which concern mostly Europe. The first part emphasizes 
the need to strengthen the “nucleus around which expan- 
sion revolves,” which is the United States-Europe allii- 
ance first and foremost. The second part emphasizes that 
the most important objects of “‘expansion”’ and the ones 
that have offer both “special significance and opportu- 
nities” are Russia and the East European nations. This is 
because Russia is of “greatest importance to Western 
well being,” and the central and eastern European states 
not only border on West Europe, but they are the area 
that ‘“‘can have the greatest effect’’ on the west. 
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2. “A New Security Structure That Seeks Through the 
Integration of Europe” To Link Europe East and West. 
The place in which the Clinton administration differs 
from the previous one is its "key conception“ of Europe. 
This means establishing a new trans-Atlantic security 
system founded on Europe’s total integration (including 
security forces, a market economy, and democratic insti- 
tutions). Clinton’s main considerations in proposing this 
idea were that: 1) although “the common enemy has 
disappeared“ as a result of the end of the cold war, "the 
common threat has not disappeared by any means.“ 
Lake recently said that the threat that Europe faces today 
is a possible "recurrence within five to 10 years of a split 
up and potential killing of each other‘; 2) the key to 
Europe’s security lies in whether it is able to bring the 
eastern countries within the west’s security and value 
concepts framework, remolding Europe’s security on the 
basis of a new principle of political and economic 
freedom“; and 3) the battle to "consolidate the new 
results of freedom“ that Europe is now waging is of 
major importance.” The West must “help” the eastern 
countries make a choice at this “historically critical 
juncture during the coming several months or years.” 
The opportunity must not be lost; the time may never 
come again. If the opportunity is lost, the United States 
will be “unable to bear the consequences arising out of 
having ignored Europe’s problems.” 


(3) “Revival of NATO’s Vitality” To Make It the “Main 
Instrument” for Establishing a New European Security 
System. The Clinton administration emphasizes more 
than previous administrations NATO’s use in building a 
new European security system. U.S. Vice President Gore 
went so far as to say that America’s “first objective will 
be revival of NATO’s vitality.”” The new U.S. adminis- 
tration’s thoughts are: 1) ““NATO has been in limbo for 
the past several years.” Unless NATO changes, unless it 
is reformed, and unless it shoulders “‘broader obliga- 
tions” to meet the needs of new circumstances, it will 
lose “public support”’ in the long run. 2) In establishing 
a new European security system, “the most important 
factor must be military strength and cooperation.” 
NATO is “the world’s only powerful military alliance. 
Only it has the military might to meet new challenges, as 
well as a unified military command structure and a 
broad legitimacy and habit of cooperation.” 3) It is 
necessary to promote Europe’s complete integration 
under protection of NATO, while enabling NATO to 
occupy a “central position in Europe’s security” at the 
same time, thereby “maintaining America’s central posi- 
tion in Europe.” 


4) Set About Coordinating the Post-Cold War Strategic 
Relationship Between the United States and Europe, to 
“Strengthen the Nucleus” on Which the Expansion 
Strategy Depends. One marked difference between the 
Clinton administration and previous administrations 
about Europe policy is the desire for a strategic relation- 
ship that coordinates European security matters and the 
European alliance. Although this coordination is only 
beginning, its significance is very great. Not only has the 
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United States reiterated that it will continue to discharge 
its obligations to Europe, and maintain 100,000 troops 
in Europe, but it has also further promised: 1) to provide 
clear support for the Maastricht Treaty, and to support 
the European alliance in carrying out a joint foreign 
affairs and security policy; 2) to play a greater role“ and 
“carry greater responsibility“ in supporting the safe- 
guarding of European security through the European 
alliance; 3) and to permit, subject to NATO Security 
Council approval, the West European alliance’s use of 
NATO military resources in carrying out activities in 
which NATO itself does not take part, likewise support 
*Europe’s independent use of joint task forces,“ and 
support commensurate readjustments of the military 
structure. 


The reasons for U.S. policy readjustment, and the agree- 
ment to play a greater role in the security problems of 
European nations are as follows: |) A rise in the impor- 
tance of economic factors in the relationship between the 
United States and Europe. The Clinton administration’s 
desire to realize its goal of expanding the world export 
market and to raise the global economic growth rate is 
impossible without Europe’s integration and support. 
Mindful of the appearance of a new world trade organi- 
zation in the wake of the Uruguay Round, as well as that 
this organization will include both Russia and China, 
plus the gradual increase in the strength of developing 
nations, very clearly, “in the future, the United States 
will have to obtain more support from the European 
alliance.”” 2) The United States must both “revive 
NATO’s vitality,” and maintain the U.S. leading role 
while reducing its military expenditures. This requires 
reliance on the European alliance, the alliance bearing 
more of the responsibility, the United States conse- 
quently having to make appropriate compromises. 3) A 
stable East Europe to help the central and East European 
nations “achieve success in reforms’ requires support 
and assistance from the European alliance. The United 
States seeks to make NATO into a “stabilizer” for 
security on both sides of the Atlantic; however, the 
United States also feels that NATO alone cannot make 
reforms succeed in East Europe inasmuch as large num- 
bers of political and economic problems there must be 
solved before the people can feel the benefits. 4) Lessons 
learned from the tortuous process of founding the Euro- 
pean alliance and dealing with the crisis in the former 
Yugoslavia have greatly weakened U.S. apprehensions 
about “fortress Europe.’ As Henry Kissinger said, U.S. 
realization that it can co-exist with a united Europe 
“probably stems from our realization that a united 
Europe will not be more powerful than we.” Clinton has 
indeed acknowledged that the United States “can gain 
more benefit from a powerful and just partner than from 
a weak partner.” 
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One important component of the new European security 
strategy that the United States has proposed is the 
“partnership for peace” plan that the NATO summit 
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conference approved in January 1994. This plan calls for 
using the extension of NATO’s political role to eastern 
Europe as a basis for further developing of “stronger” 
bilateral ties, with former Soviet bloc countries, cen- 
tering around military cooperation, NATO thereby 
taking on a new mission in a wider strategic sense. This 
is a “major step” that the United States has taken for 
establishment of a new European security system, and it 
is also a “major test.”” We have the following views of 
this plan: 


1) One Guiding Principle, Many Goals. By one guiding 
principle is meant that the plan’s overall guiding prin- 
ciple is “to strengthen ties with the newly democratic 
nations of East Europe to draw them toward the West.” 
Multiple goals refers to the plan’s “great inclusiveness.” 
It has the following several goals at least: 2) To stabilize 
the situation in East Europe through participation in 
peacekeeping activities and crisis management. This 
includes military cooperation that employs common 
plans, training, and joint military exercise to give partner 
nations the ability to fight shoulder-to-shoulder with 
NATO forces in joint task forces requiring joint action 
such as peacekeeping, rescue operations, and humani- 
tarian assistance activities. 3) To reduce the feeling of 
insecurity of some partnership nations. When each part- 
nership country signs a bilateral agreement with NATO, 
it can decide the degree of its participation on the basis 
of its capabilities and desires. When partnership nations 
that “participate actively” in this partnership feel that 
their territorial integrity, political independence or secu- 
rity are directly threatened, they have the “right to seek 
consultation” with NATO. Even though NATO has not 
offered formal security guarantees to participating coun- 
tries, new U.S. Secretary of Defense Perry said recently 
that the “partnership for peace” plan is a “security 
network” for East Europe. NATO’s responsibility is to 
provide a means of protection when Russia cannot make 
a correct choice. 


(2) Casting a Net Broadly, the Emphasis Being on Central 
and Eastern Europe. The “partnership for peace” plan is 
directed toward all former Soviet Union and East Euro- 
pean countries, but the demand to join NATO is most 
urgent from the central and eastern European countries, 
particularly the central European countries that have an 
economic gap with western Furopean countries that is 
smaller than that of other East European countries. 
These are also the places that the West deems to have the 
greatest prospects for successful reform and the ones on 
which the west “‘can have the greatest influence.” For the 
United States, “‘ensuring fullest benefit from the end of 
the Cold War’’ requires “the newly democratic nations 
of East Europe strike solid roots in the great family of 
democratic nations.” For West Europe, the central Euro- 
pean nations are historically and culturally a part of the 
“great European family” of West Europe. Geostrategi- 
cally they also occupy an extremely important central 
position in Europe. To a very large degree, the stability 
and security of this region affects the stability and 
security of all Europe. At the founding of the European 
Alliance, it was decided to convene a European security 
and stability conference attended by the main countries 
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in central and East Europe during the first half of 1994 
for the purpose of concluding a “European Stability 
Treaty” in order to resolve disputes among minority 
nationalities concerned and border problems, and as the 
first text in establishment of a common security and 
foreign policy. Thus, the United States and Europe 
placed the emphasis of the “partnership for peace” plan 
on central and East Europe. 


However, in establishing a new European security 
system, the West naturally has as its main goal the 
building of a cooperative relationship with Russia to 
“end its imperialist ambitions.” For the West, the 
importance of getting Russian participation in this plan 
is not simply because Russia is indispensable to the 
building of a new trans-Atlantic security system, but also 
because this has a beneficial effect for the West's foreign 
policy toward Russia and progress in Russia's internal 
reform. However, Russia will not be willing to hold the 
same position as the mass of partnership countries in 
joining the “partnership for peace” plan. It wants to play 
a big power role similar to the one it enjoys in the United 
Nations, and be able to influence and restrain central 
and East Europe as well. It seems that the direction in 
which the “partnership for peace” plan develops will be 
determined, to a very great extent, by how the situation 
inside Russia develops and changes, and what corre- 
sponding foreign policy Russia adopts. 


3. How NATO Will Expand Membership Nations Awaits 
Examination. The NATO summit meeting set no ciearly 
defined timetable for accepting central and East Euro- 
pean countries. Certainly, this was out of concern for 
Russia’s position, but the main reason was NATO real- 
ization that neither the time nor the conditions are ripe. 
NATO itself is not yet willing to directly shoulder the 
task of protecting central and eastern European nations. 


Only under the following circumstances will NATO 
acceleraie expansion of membership: First is Russian 
intention to “return to the age of imperialism.” This 
could lead to NATO “very quickly selectively expanding 
membership to include former Warsaw Pact nations.” 
Second is relations between NATO and Russia truly 
meeting the standards for a strategic partnership, 
thereby enabling Russia to feel relaxed about an expan- 
sion of NATO membership. In the absence of this, 
national membership expansion is bound to be a gradual 
process. Right now, the problems most in need of solu- 
tion is finding a way to make a “transition.” There are 
three possibilities: One is a direct “transition,” such as 
giving the central and East European nations the status 
of allied nations. However, since the Washington Treaty 
that established NATO does not contain such a provi- 
sion, a legislative process would be required to added 
articles to the treaty. Second is an “indirect transition,” 
meaning first entering a European alliance or West 
European alliance. However, this would also have to go 
through a “transitional means” of entering this Euro- 
pean organization; thus it might be termed a “double 
transition.” Third is taking a course of not becoming 
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members of the European Alliance, but rather obtaining 
NATO or European Alliance security guarantees. For 
example, former United States security advisor Zbig- 
niew Brezinsky proposed that several of the central and 
East European nations ultimately qualified to join 
NATO might set up a regional security alliance with 
NATO, and they could be “included in the NATO 
command, logistics and allocation, planning, and 
training system.” 


In short, the West seems not yet to have worked out a 
specific program for just how it will conduct the next 
stage of the “‘partnership for peace.” However, one thing 
is extremely clear, namely that use of this fuzzy concept 
of a “partnership for peace is for the purpose of ‘gaining 
time’ and ‘leaving leeway for multiple choices.”’’ United 
States Secretary of Stage Christopher has repeatedly 
emphasized that it is still too early to propose a “single 
conceptual framework” for the “partnership for peace.” 
It appears that the United States still has plenty of time 
to observe the development of and changes in the 
situation in Russia. It particularly wants to consider the 
situation since the Duma elections of December 1993. It 
must fully consider the relationship of the central and 
East European nations with Russia, as well as the bal- 
ance between them. It must earnestly and thoroughly 
study NATO’s future “ultimate nature and scope,” and 
when and how to expand membership nations. 


3 


The U.S. proposal of a new European security strategy 
will have an important effect on relations between the 
United States and Europe, as well as on the European 
security system; however, there are numerous uncertain- 
ties about the form and character of a future European 
security structure. 


1) Effect on Relations Between the United States and 
Europe 


(1) Steps To Quicken Building of the European Alliance 
The decision of the NATO summit meeting will allow an 
increased role for the European Alliance in shouldering 
European security obligations. This will help the United 
States and Europe coordinate, and it will also impel the 
European Alliance to accelerate the formulation of a 
joint security and foreign policy, and to build European 
defenses. On the eve of the NATO s: nmit conference, 
French President Francois Mitterand solemnly proposed 
that “in the fields of common security and foreign 
relations, the European Alliance should have various 
capabilities for defining Europe’s own defense system.” 
At the recent Munich security policy conference, 
German Prime Minister Helmut Kohl said, “the impor- 
tant goal when Germany chairs the ECC during the last 
half of 1994 will be to take real steps to make neigh- 
boring eastern nations feel that the European Alliance 
welcomes them.”’ The United Kingdom and Italy have 
also proposed “establishing contacts on diplomatic and 
security policy questions’ between East and West. 
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(2)The contest between the United States and Europe for 
leadership of European security will continue. The United 
States agrees to permit the West European alliance to 
assume greater responsibility and play a greater role in 
meeting new challenges to European security. This dem- 
onstrates a marked increase in the Europeanization of 
NATO; however, for a fairly long time to come, the 
European allies will need U.S. support and participation 
in dealing with new challenges to European security. The 
cohesiveness and strength of the European alliance has 
not yet developed to the point where it can do without 
U.S. military presence in Europe. 


In view of the differences in interests and circumstances 
of the United States and Europe, as well as within the 
European alliance itself, and because various power 
relationships are in a state of readjustment in the wake of 
the cold war, ideas about the future European security 
structure vary, some profound differences existing: 


The United States: The United States proposes a new 
trans-Atlantic security system centering around NATO 
(including the integration of all Europe), and no aban- 
donment of the goal of a Europe-Atlantic community 
espoused during the Bush era. 


Germany: Germany, which is firmly committed to 
NATO and the European alliance, is most attentive to 
and most concerned about central and East European 
stability and reform. It stands for an extension to the east 
of voth NATO and the European alliance, and establish- 
ment of a greater Europe consisting of Europe and the 
Atlantic region, which is sometimes term a “European 
community that is in gradual process of formation.” 
Over the long run, Germany supports the gradual 
building within NATO of two equal U.S. and European 
mainstays. 


France: France stresses the building around the Euro- 
pean alliance of a greater Europe extending from the 
Atlantic Ocean to the Urals. Mitterand has openly advo- 
cated the founding of a European federation that is open 
to East Europe. France also advocates the need for 
reform of the NATO structure and organization. The 
two mainstays “should divide up responsibility to pre- 
vent one relying on or competing with another.” At the 
same time, France has reservations about the U.S. role in 
an eastward expansion around NATO. 


The United Kingdom: The United Kingdom advocates 
establishment of a European alliance among sovereign 
nations that expands eastward politically and economi- 
cally, but that is linked with NATO on security matters. 
It supports the building of NATO's European pillar by 
strengthening the West European alliance, but this must 
be done by “reaching agreement” with the United States. 


The foregoing shows: the United Kingdom inclines 
toward NATO and the United States on security matters; 
the United States and Germany have similar views on 
the building of a new European security structure, and 
differences between France and the United States are 
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substantial. Henceforth, both open strife and veiled 
struggle will continue between the United States and 
Europe, and within Europe itself, on what kind of new 
European security structure to establish and how to go 
about establishing it. It is anticipated that the last half of 
the 1990s will be an important period for complete 
readjustment of the relationship between the United 
States and Europe. 


(2) On the Establishment of a New European Security 
Structure. The eastward drive of NATO and the Euro- 
pean alliance will spur establishment of a new European 
security structure; however, the outlook for this security 
structure is not clear at the present time. 


(1) The issue of building a “new whole Europe” has not 
been decided as yet. Whether to reform the existing 
pan-European organization structure, or to build a new 
organizational structure, or a combination of the two 
remains unclear. The key lies in including Russia, and 
the key elements in cooperation with Russia are as 
follows: one is to ensure global peace; the second is to 
prevent proliferation of weapons of mass destruction; 
the third is attempts to prevent or deal with nuclear 
disasters; the fourth is cooperation in maintenance of 
peace and managing crises; and the fifth is intensifica- 
tion of strategic dialogue that respects mutual security 
interests. The West still demands that Russia respect the 
territorial integrity of its neighbors, and not build power 
spheres. At this level, the key lies in whether NATO and 
the European Alliance can reach an understanding or an 
agreement with Russia that is mutually acceptable, and 
that can actually be put into practice. 


(2) Ways of making the central and eastern European 
nations a permanent part of the western structure have not 
been worked out. German Prime Minister Kohl said, “the 
basic political goal of European Alliance and NATO 
cooperation is to bring each of the nations of central and 
Eastern Europe and southeastern Europe into all of 
Europe’s organizations.” This shows that in addition to 
the important role of the “partnership for peace plan in 
the evolutionary process of NATO expansion, the Euro- 
pean Alliance will play an even greater role in bringing 
the nations of central and eastern Europe into the 
western European community.” At this level, the central 
issue is still how to expand and integrate NATO and “he 
European Alliance. Under present circumstances: 1is 
will require a fairly long process. 


(3) NATO is itself in transition. NATO was originally a 
military organization for collective defense. The recent 
summit conference decided that NATO will “increas- 
ingly carry out other missions.” This shows that new 
elements have begun to be added to the character of 
NATO. The U.S. conception and methods suggest that 
the future role of NATO will emphasize “efforts in a 
wider strategic sense to realize democracy and stability, 
as well as to maintain peace and manage crises.” This 
may raise a problem as to just what is NATO's future 
mission and ultimate character. Is it to evolve into an 
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alliance having a dual characte, or is its character to 
change into a new alliance? In addition, as the character 
of NATO changes or new elements are added to it, 
changes may occur in the range of its activities and its 
organizational structure. If NATO’s expanded member 
states adopt a “direct transition,” or if NATO becomes 
an alliance having a dual character, the members of the 
alliance having a different character, rights, and duties, 
NATO will become stratified. Thus, one might say that 
NATO is currently in transition. 


Post-Cold War World in Transition Discussed 


94CM0290A Shanghai GUOJI ZHANWANG [WORLD 
OUTLOOK] in Chinese No 7, 8 Apr 94 pp 8-10 


[Article by Chen Qimou (7115 0796 2021): “The Post- 
Cold-War World Order and Characteristics in the Tran- 
sitional Period’’] 


[Text] The World Is Still in Transition Between the Old 
and the New Orders 


At the end of 1991, the world witnessed an earth- 
shattering event: The Soviet Union, a superpower that 
once trounced the arrogant fascist Germany, collapsed 
on its own. It marked the end of the Cold War; it also 
marked the end of a bipolar world order of East-West 
contention that lasted for over 40 years, since World 
War II. 


The post-war bipolar order was based on the system 
set-up in Yalta. At the three-nation summit meeting held 
in Yalta in 1945, the Soviet Union, the United States, 
and Great Britain were the victors. It was mainly the 
United States and the Soviet Union that set out to 
redraw their respective spheres of influence in Europe 
and Asia. It was decided at the Yalta Conference that the 
Soviet Union, the United States, Great Britain, and 
France would occupy different parts of Germany, this 
later gave rise to East and West Germany. In the Far 
East, the Yalta Conference also allowed the carving out 
of various spheres of influence: The Soviet Union recog- 
nized the United State’s control in Japan and its interests 
in China, and the United States allowed the Soviet 
Union to retrieve southern Sakhalin, take Kuril Islands, 
declare Outer Mongolia’s independence, internation- 
alize China’s Dalian Port, lease Lushun Port as its naval 
base, and jointly operate China’s Zhong-Dong [0022 
2639] Railway and Nan-Man [0589 3342] Railway and 
so on. Although the division of Korea into north and 
south along Latitude 38 was not decided at the Yalta 
Conference, it can be regarded as part of that system. It 
was on the basis of the Yalta system that a bipolar order 
consisting of two large opposing military blocs of East 
versus West and headed by the Soviet Union and the 
United States, respectively, was gradually formed after 
World War II. 

In the 40-some years since the war, the international 


situation has changed dramatically, but until the fall of 
1989, this pattern of contention between the United 


INTERNATIONAL 5 


States and the Soviet Union essentially did not change. 
in the second half of 1989, Soviet allies ir Eastern 
Europe were the first to face drastic changes; one soul- 
stirring event occurred after another: In Poland, Hun- 
gary, Czechoslovakia, and Bulgaria, political power 
changed hands peacefully; the Berlin Wall fell, and the 
two Germanys reunified; Romania was in turmoil and 
its former head of state was executed. All these put the 
Eastern bloc at the brink of collapse. Two years later, 
even the head of the alliance, the Soviet Union, col- 
lapsed. When one of the two sides of contention col- 
lapsed, the bipolar order naturally existed no more. 


With the end of the bipolar order, the world is moving 
faster toward a multipolar order, but this new order is 
not formed instantly. This is because the change from the 
old to the new world order is distinctly different from 
previous changes. In the past, every change in world 
order was based on a major war or a series of wars. The 
new world order was usually quickly decided by the 
victors as they carved out spheres of influence according 
to the outcome of each war. For example, the Vienna 
order of the 19th century was founded on the Vienna 
Peace Conference after the war against Napoleon; the 
Versaille order and the Yalta order of the 20th century 
were based on World War I and II at the Versailles and 
Yalta conferences, respectively. But this time, change in 
world order happened under peaceful conditions, and 
the new world order cannot be decided through negoti- 
ations and discussions among the powers; instead it will 
take a gradual process of break-up and recombination. 
There will be a fairly long transitional period. 


Some scholars believe that when the bipolar order ends, 
one superpower (the United States) and several other 
powers (Western Europe, Japan, Russia, and China) will 
emerge. They believe that this in itself is a new multi- 
polar world order, and there will be no transitional 
period. This is not only a question of interpretation of 
the term “world order” but is also an issue of ascer- 
taining today’s world situation. It is the author’s opinion 
that world order refers to a relatively stable structure of 
international relationships. The formation of a new 
world order is the result of the world’s basic powers 
(mainly referring to the major countries and blocs) going 
through repeated ups and downs, changes and recombi- 
nations, and disposition to produce a relatively stable 
balance of power. 


Today, the world is still in the midst of dramatic 
changes. The disintegration of the Soviet Union was a 
big shock to the world, and with the passing of time, its 
serious consequences are becoming increasingly clear. 
Most noteworthy are the conflicts in the Eurasian hin- 
terland (from the Balkan Peninsula to central Asia), 
which previously had been hidden by the bipolar order. 
They have flared up to create new hot points and regions 
of disturbances; Europe’s relative stability is wrecked. 
The resulting global shock, division, and recombination 
will continue for sometime and can continue to the end 
of the century or early next century. During this period, 
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minor disturbances will come and go without ceasing: 
some unexpected and abrupt incidents will also happen, 
and the world will not settle down in the short-term. The 
reasons are, looking at the current situation, it will take 
time for the former Soviet Union’s and East Europe's 
economies to change tracks, recover, and develop. 
Today, except for Poland, Hungary, and Czechoslo- 
vakia, most nations’ economies are still on the decline. It 
will take time for the historic conflicts in this region to go 
through the process of exposure, eruption, intensifica- 
tion, easing, and gradual resolution. The post-Cold War 
struggle among the major powers to carve out their 
spheres of influence is going on quietly. Reaching a new 
strategic equilibrium after overturning the old balance is 
not easy; it will take repeated and tortuous struggle and 
coordination. Thus, today’s order of “one superpower 
amid many powers” may reflect an irresistible trend of 
multipolar development, but it nevertheless is a transi- 
tional order; it 1s highly unstable and unsure. Today, the 
world is still in a transitional stage between the old and 
the new orders. 


A Dual Structure—Basic Characteristics of an 
International Situation in Transition 


After the Cold War, unlike what some people had 
expected, the world has not quickly settled down, nor 1s 
there a instant new world order led by the United States 
or concurrently by the United States, Japan, and Europe. 
Instead, the situation has become even more compli- 
cated, changeable, confusing, and unpredictable. people 
are perplexed. Many a distinguished persons of the Cold 
War period in the West have run into trouble; some have 
stepped down: former U.S. President Bush. former Jap- 
anese Prime Minister Kaifu, and former Canadian 
Prime Minister Mulroney, for example. Some leaders 
who managed to stay afloat are facing many problems; 
times are tough. Public opinion cries out for a new 
generation of leaders, but new leaders (like President 
Clinton and Prime Minister Hosokawa) are not having it 
easy either. Some Western politicians and strategists are 
alarmed that the world has become strange, more diffi- 
cult to understand, and more perplexing. 


How can one correctly understand the changing world 
and seize the initiative during the transition from the old 
to the new order? I think the key lies in understanding 
and grasping the basic characteristic of the international 
situation during the transition, that is, understand its 
dual structure: There are two opposing elements con- 
fronting each other and clashing and struggling with each 
other; they will create a highly unstable world until one 
conquers the other to establish a new balance of power. 
This kind of duality is manifested mainly in the fol- 
lowing ways: 


(1) At the global level, the situation is easing, but 
disturbances have intensified at the regional level. At the 
global level, with the bipolar order coming to an end, the 
contention for supremacy between the United States and 
the Soviet Union, which could have triggered another 
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world war is no longer a factor. There will not be a World 
War Ill, and the international situation 1s easing. At the 
regional level, meanwhile, some hot points that used to 
be the backdrops of US-Soviet contention (such as the 
Cambodian question, the war in Aighanistan, and the 
civil war in Angola) are suddenly resolved or have cooled 
off. Palestine and Israel have signed a peace treaty, and 
the Middle East peace talks have made historical 
progress. But on the other hand, racial conflicts, religious 
disputes, and territorial disputes—once hidden by the 
bipolar order—have turned nto new disturbances and 
new hot points. They include racial conflict and civil war 
in the former Yugoslavia, Azerbajian’s and Armenia's 
fight over the Nakhichevan region, the civil war in 
Georgia, the tangled warfare among warlords in Somalia, 
the disturbance in Tadzhik, the political turmoil in 
Russia and bloodshed in Moscow and so on. These racial 
and territorial conflicts and religious disputes have deep- 
rooted historic causes. Historically, the Eurasian hinter- 
land was a region ruled by the Tzarist Russian, Ottoman, 
and Austro-Hungarian empires; their outward expansion 
and contentions among themselves left many conflicts. 
This region is also the confluent point of the Eastern 
Orthodox, Catholic, and Islam religions. Religious con- 
flicts intertwined with racial disputes to produce many 
historical grievances, and adding World War | and 
World War II, with the powers carving up the territory, 
many more conflicts have been added to the old wounds. 
But during the period of bipolar military contention, 
territorial issues could affect the whole situation and 
trigger another world war, and therefore they were all 
suppressed. Once the bipolar order ended, the lid was 
removed, and the conflicts. which had long been 
repressed, erupted. These disturbances and the issues left 
by the Cold War together with the conflicts created by 
the powers’ fighting over their spheres of influence 
(including that among the Western powers, between the 
global great nations and regional great nations, and 
among the regional powers) not only make many regions 
appear even more chaotic, but the trend is spreading. We 
must not underestimate their importance. 


(2) The post-Cold War international relations, which 
emphasize the economy will coexist with the structural 
remains, remnants, and consequences of the Cold War. 
After the Cold War, many nations’ internal conflicts 
have intensified, and the disintegration of the Soviet 
Union has made people see even more clearly that the 
rise and fall of nations are determined by comprehensive 
national strength (primarily economic strength,) and so 
nations are readjusting their policies and spending even 
more of their energy on resolving the long-time internal 
conflicts and putting greater emphasis on their own 
economic development. Under the circumstances, eco- 
nomics has become the focal point of today’s interna- 
tional relations. Competition over comprehensive 
national strength has replaced the arms race to become 
the main form of contest among the major powers. 
Economic powers and economic blocs have replaced 
military power and military blocs to play the main role in 
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international struggle. Geo-economic considerations to 
some extent have superseded geopolitical consider- 
ations. Trade talks are given the same important 
meaning as arms-control negotiations during the Cold 
War period. But on the other hand, although the Cold 
War has ended, the Cold War organizations (such as 
NATO and the US-Japanese and US-Korean military 
alliances) are not going to disappear overnight. The huge 
nuclear arsenal and military industrial complex are still 
here. Although the United States and Russia have signed 
a treaty on large-scale nuclear arms reduction, it still has 
to be ratified by congresses on both sides and is just a 
piece of paper so far, and even if the treaty is ratified. 
implementation will not be an easy matter. The elimina- 
tion of the results of the large-scale arms race wil! take a 
long time, and small-scale regional! arms race will con- 
tinue to develop. Cold War concepts and thinkings will 
continue to play a role for sometime to come. 


(3) World economic integration and racial separatism 
will be two overlapping trends and will develop at the 
same time. The former plays a major role in North 
America, Western Europe. and the Asian Pacific. The 
European Community set up a unified market for the 
free circulation of commodities. personnel, services, and 
capital at the end of 1992. It joined with the European 
Free Trade Association to form a 19-nation European 
Economic Zone on | January 1994. In November 1993, 
with the signing of the Treaty of Maastricht, the Euro- 
pean Community was renamed the European Union, 
and it was also decided that a common currency and a 
political alliance will be created before the end of the 
century. The United States, Canada, and Mexico has set 
up North America Free Trade Agreement. In recent 
years, economic cooperation in the Asian Pacific has also 
shown new momentum, producing many sub-regional 
natural economic zones. These regional economic blocs 
may be the products of intense economic competition, 
but they also help the economies break out of the narrow 
confines of nations and states and merge them into a 
single entity within a much larger area. Objectively, it 
has become an important step in global economic inte- 
gration. As a result of the information revolution and the 
ever-improving and well-developed modern transporta- 
tion and communications systems, the world has become 
increasingly “smaller” and the world market more inte- 
grated. After repeated and arduous negotiations and 
bargaining, GATT’s Uruguay Round finally reached an 
agreement before the 1993 year-end deadline. World 
economic integration has become an irreversible trend. 
Racial separatism is a trend manifested mainly in the 
former Soviet Union, Eastern Europe, and some third 
world regions. The Soviet Union has split into 15 
nations; Yugoslavia into five nations; Czechoslovakia 
into two. This tendency may not play a major role ina 
global context, but it has been developing very rapidly in 
recent years, and in some regions, it has created a chain 
reaction, affecting the whole world. These two trends will 
clash and interact with each other, and this situation will 
continue for sometime. 
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(4) Multi-pole and single-pole tendencies will interact 
with and constrain each other. There is already the new 
possibility of the development of a single-pole power 
center, and meanwhile the development of a multi-pole 
trend has picked up speed to restrain the United States 
and keep it from monopolizing the world. Some people 
believe that the single-polar world, or a “multi-polar 
world under the United State’s monopoly” emerged after 
the Gulf war and the Soviet Union's collapse. This 
viewpoint has been refuted by many post-Cold War 
events. For example, the United States has been unable 
to do anything about the civil war in Bosnia- 
Herzegovina; its troops in Somalia are caught in a 
dilemma; its attempt to force Japan to reduce its trade 
surplus with the United States has been met with resis- 
tance. All these reflect the United States’ much- 
diminished ability to direct and coordinate its allies, 
even less can it give orders on economic matters. But on 
the other hand. the United States is still the only super- 
power, it enjoys relative military, political, economic, 
and technological superiority and ts still the head of the 
Western world. It still plays the lead role in many 
international affairs and is making every effort to protect 
its “leadership position,” or hegemony, in the world 
today. Since taking office, the Clinton administration 
has repeatedly said that the United States cannot 
abandon its “leadership responsibility” and has pro- 
posed a so called policy of “expansion” of the “free 
democratic market economy.” This proves that subjec- 
tively the United States indeed wants to create a “United 
States-led multipolar world.” We must not overlook 
these iwo areas. 


(5) Disorder will accompany order: Because the old 
equilibrium is ruined and the new equilibrium has not 
formed, and because the old order is outdated in many 
ways and the new order has not been established, the 
world not only is in a state of strategic disequilibrium, 
but to some extent, it is in a state of confusion. This is 
one of the main reasons of the spread of regional 
disturbances and the increase in abrupt incidents in the 
post-Cold War era. But on the other hand, since the end 
of the Cold War, the United Nation has been playing a 
bigger role, the former regional security organizations 
(such as the CSCE and ASEAN) are still functioning, and 
the major powers have also been playing a bigger role in 
dealing with crises. Therefore we cannot say that there is 
no order or that there is disorder in international rela- 
tions. The fact is, there is still some kind of order; the 
world is not in a state of anarchy. 


Of course, when two sides of a dual structure are at a 
standoff, it does not mean that they are in a state of 
absolute equilibrium. The easing of world situation, 
world economic integration, and the multipolar ten- 
dency still dominate the situation. Economic superiority 
is becoming the primary factor affecting the develop- 
ment of international relations. Certain phenomena of 
disorder and chaos are gradually stabilizing, but we need 
to go through a process, and its takes time. Perhaps it will 
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be at the end of this century or early next century before 
a new multipolar pattern is formed and stabilized. 


Peace and Development Are Still the World’s Two 
Main Themes 

After the Third Plenary Session of the | 1th Party Central 
Committee held at the end of 1978, Deng Xiaoping 
reassessed the world situation and pointed out that the 
danger of another world war was still there, but the forces 
of world peace had outstripped the forces of war, and 
therefore it was not likely that there would be a large- 
scale world war in the near future, and there was hope for 
sustained world peace. Based on that analysis, he cor- 
rected the CPC’s 1960’s viewpoint that a world war was 
not only inevitable but imminent, instead he came up 
with the thesis that peace and development were the two 
main themes of the contemporary world. This thesis set 
the contemporary theme and served as an important 
guidance. The general principle of our wholehearted 
devotion to construction and our peaceful foreign policy 
of independence and autonomy were formulated based 
on this thesis. 


At the end of the Cold War, are peace and development 
still the theme of the contemporary world? As we said 
earlier, the world situation may have eased at the global 
level, and a large-scale war is unlikely, but at the regional 
level, disturbances have intensified. According to data in 
a report released on 9 November 1993 by the Wash- 
ington DC-based World Priority Affairs Office, in 1992, 
29 wars broke out worldwide, with casualties in excess of 
6 million people; global military spending was in excess 
of $600 billion. They demonstrate that the peace issue 
has not been resolved, and it looks like it will not be 
resolved in the near future. 


The development issue is even more serious. As the 
world technological revolution accelerates, the devel- 
oping nations are at a disadvantage in this race because 
of the lack of funds and technological talents. The 
North-South gap is widening. According to a United 
Nations Industrial Development Organization estimate, 
in the 1990's, the developed nations’ per capita GDP will 
increase from $12,313 to $15,440, based on 1980 dol- 
lars, and during the same period, per capita GDP for the 
developing nations will increase from $946 to $1,161, 
and in particular, for Sub-Saharan African nations, it 
will only increase from $439 to $459. In other words, 
during the 1990's, the per capita output value of the 
developed nations will increase by $3,127 but only $215 
in the developing nations and only $20 in the Sub- 
Saharan African nations. On the other hand, the post- 
Cold War Western developed nations are generally in an 
economic slump. Some countries have not yet recovered 
from the recession (Germany and Japan for instance,) 
and some nations may have seen the worst of the 
recession but their recovery is slow (the United States 
and Great Britain, for example.) This means that this 
round of recession is not cyclical; structural factors play 
a even more important role. To turn the huge military 


INTERNATIONAL 


JPRS-CAR-94-041 
26 July 1994 


industrial complex created during the prolonged Cold 
War to civilian use and to find a market for it is no easy 
matter. Under the West's existing system, it will also be 
quite difficult to resolve the problem of high unemploy- 
ment rate caused by technological advancement. The 
West cannot permanently build its own continued devel- 
opment on the poverty and backwardness of the devel- 
oping nations which account for more than three- 
quarters of the world population. Today, Russia and 
nations of the former Soviet Union and other Eastern 
European nations are finding it very difficult to change 
to the capitalist political system and market economic 
system; their economies are slipping and their standards 
of living are on the decline, making the developing issue 
even more grim. Of the several major regions in the 
world, only East Asia is maintaining its vigorous growth 
momentum. How to sustain East Asia’s relative stability 
and prosperity has become an issue of great concern for 


the people of that region. 


Events have proved that the post-Cold War world is still 
not a peaceful world. The peace and development, fo 
which mankind yearns, are still grim challenges and 
remain the two main themes in the world. People must 
persevere in their effort to preserve world peace and 
stability and promote development. 


Peace, Security in Asia-Pacific Region Viewed 


94CM0315A Beijing ZHONGGUO JUNSHI KEXUE 
[CHINA MILITARY SCIENCE] in Chinese 
No I, Mar 94 pp 93-95 


[Article by He Fang (0149 2455), Deputy Director, 
International Studies Center: “Safeguard and Promote 
Peace and Security in the Asia-Pacific Region’’} 


[Text] With the end of the Cold War, major changes have 
taken place in the international power structure. The 
breakup and regrouping, and the growth and decline of 
forces on all sides has placed the world in a turbulent 
transitional period. In these new circumstances, some 
situations and problems similar to those in other parts of 
the world, but still distinctive, hive appeared in the 
peace and security of the Asia-Pacific region. Peace and 
security problems in the Asia-Pacific region have 
attracted the close attention of nations concerned. China 
is a major power in the Asia-Pacific region, and it is 
likewise an important force in safeguarding the peace 
and security of the region. We will make contributions to 
the peace and security of other Asia-Pacific nations. The 
discussion below is merely my personal view. Some of 
these views are still controversial in academic circles. 


1. Situation in Asia-Pacific Region Likely To Remain 
Relatively Stable For a Long Time to Come 


Following the end of the Cold War, the situation in the 
Asia-Pacific region has remained relatively stable, and 
the trend is toward a further easing. This results from the 
following principal factors: 
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1. The ena of the Cold War delivered a much smaller jolt 
to the Asia-Pacific region than to Europe. Europe was the 
center of the Cold War, and with the end of the Cold 
War, it became a very unstable region of the world. 
Changes in the European political map exceeded those 
caused by two worid wars. Limited wars and ethnic strife 
is also more pronounced than it has been for the past 
more than 40 years. In the Asia-Pacific region, however, 
the situation is different. During the Cold War period, it 
partly demolished the Yalta system; multipolarity also 
began earlier, and most nations did not directly enter 
opposing American and Soviet camps. With the end of 
the Cold War, the threat of war virtually disappeared. 
Local clashes in the Asia-Pacific region were no longer 
were in the nature of military confrontation between the 
United States and the USSR. Former hot spots con- 
tinued to cool; ethnic strife did not get out of control; the 
internal situation in most countries was relatively stable; 
relations between countries generally improved; and the 
building of a security dialogue mechanism became part 
of the agenda. This may become the best period for peace 
in the Asia-Pacific region since the end of World War II. 


2. Economic Development and Regional Cooperation 
Enter a New Stage. During the 1990's, the world 
economy was at low ebb, but the Asian economy main- 
tained abundant vitality with a growth rate more than 
double than that of the world average. This helped 
maintain social stability, increase the sense of autonomy 
in each country, and reject pressures stemming from 
power politics. At the same time, the economic contacts 
of the Asia-Pacific region showed unprecedented liveli- 
ness, and regional cooperation developed rapidly. This 
was exhibited in the diversity of forms, the openness to 
the outside world, the looseness of mechanisms, and the 
gradualness of development. The deepening of mutual 
dependence also advanced greater harmony among 
nations and initiative in avoiding an intensification of 
conflicts. Economic development and cooperation 
spurred each other to become a major guarantee for 
relative stability and an easing trend. 


3. Change and Regrouping of the Power Balance. Disap- 
pearance of the confrontation between the United States 
and the Soviet Union brought a fundamental change in 
the Asia-Pacific power balance. For some time Russia 
would be hard put to exercise a major role or any 
influence. As the sole superpower, the United States 
strove to arrogate dominance in the Asia-Pacific region, 
but with the relative weakening of its economic strength, 
the United States’ influence also declined. It had no 
choice but to retrench and readjust. ASEAN’s status rose 
markedly. It began to play an ever increasing role in 
regional affairs, becoming a major force in the Asia- 
Pacific region. With the end of the Cold War, economics 
moved to center stage making Japan’s position more 
prominent, and requiring the Asia-Pacific region to 
“play a central role” in wresting dominance from the 
United States. In a certain sense, Japan has already taken 
the place of the former Soviet Union in the Asia-Pacific 
region. Economically developed and socially stable 
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China became more a major force in safeguarding peace 
and security. A new pattern of multilateral relations 
among China, Japan, the United States, Russia, and 
ASEAN is taking shape in the Asia-Pacific region with 
the leading role in Asia-Pacific affairs played by the 
triangular relationship among China, Japan, and the 
United States. Since they pose no direct military threat 
to each other and no strategic basis exists for any two of 
them to join forces against the third, they can maintain 
an interdependent, mutually limiting, mutually compet- 
itive, and mutually advancing relationship. This trend 
toward change and regrouping of forces favors peace and 
stability in the Asia-Pacific region. 


2. Problems in Asia-Pacific Peace and Security 


Peace and stability, development and cooperation are 
the main trends in the Asia-Pacific region. Nevertheless, 
the post-Cold War era is complex and every changing, 
uncertain, and fraught with numerous imponderables. In 
addition, numerous innate conflicts in the Asia-Pacific 
region are not readily amenable to solution; thus, the 
possibility of limited tensions and turmoil cannot be 
ruled out. The main problems affecting peace and secu- 
rity in the Asia-Pacific region are as follows: 


Interference from power politics and hegemonism. Cap- 
italizing on its advantage as the world’s only superpower, 
the United States issues sanctions, exerts pressure, and 
uses the threat of armed intervention in the internal 
affairs of other countries at every turn, sticking its nose 
into local affairs in order to realize a new world order in 
which whatever the United States says goes. This has 
become a great element for instability in the Asia-Pacific 


region. 


Relations among each of the countries of the Asia-Pacific 
region, particularly among large nations, are still in 
process of readjustment. They have not yet settled down 
completely, and numerous unknown variables also exist. 
Russia is trying to extricate itself from a predicament; 
China is developing rapidly; Japan yearns to become a 
major political power, and the United States is paying 
closer attention to its presence and role in the Asia- 
Pacific region. Among all these countries, Japan’s future 
orientation is the one that causes most wariness. 


The former hot spots have not disappeared completely. 
A military confrontation has existed for a lung time on 
the Korean peninsula. For a long time, North Korea and 
the United States have been at odds over the nuclear 
inspection issue, and a repetition of events may occur in 
the future. The Cambodian problem has also not been 
fundamentally solved. 


Territorial disputes exist between some countries, as, for 
example, between Japan and Russia, Vietnam and Cam- 
bodia, the Philippines and Malaysia, and the China 
Nansha [Paracel] Islands issue. Some external powers are 
doing their utmost to insert themselves into the Nansha 
Islands issue. They are trying to internationalize it in 
order to fish in troubled waters. This can only further 
complicate the issue. 
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The Taiwan problem has always been an element for 
instability in the Asia-Pacific region. With the end of the 
Cold War, some international powers have more bra- 
zenly interfered in China’s internal affairs, developing 
political relations with Taiwan, supporting separatist 
forces on Taiwan Island, and interfering with progress in 
the peaceful unification of China. If this continues, it 
could cause serious consequences for peace and security 
in this region. 


3. Building of an Asia-Pacific Region Security Mecha- 
nism Placed on the Agenda 


Since the end of the Cold War, the balance of power and 
the combination of power in the Asia-Pacific region has 
been changing. The major powers have made varying 
degrees of strategic adjustment, every country placing 
development of the economy at the center of its strategy. 
Thereby hoping to establish mutual relations that are 
relatively stable, and that are favorable for economic 
development and economic cooperation. At the same 
time, they hope to reduce or eliminate interference from 
elements for instability in order to prevent the intensifi- 
cation of conflicts. Consequently, the building of a 
security mechanism has been given a more prominent 
place on their agendas, and discussions have reached the 
concrete action stage. 


Some common threads run through the proposals that all 
countries have made about the building of a security 
mechanism. Examples include an expansion of the 
meaning of security, a more important position being 
given to economic security. Everyone also wants to 
maintain regional stability, prevent the occurrence of 
major disorder, etc. However, each nation also has its 
own plans. For example, the United States has changed 
its policy of making only bilateral arrangements, pro- 
posing instead the idea of a “new Pacific Ocean commu- 
nity.” It wants to take a more active part in Asian 
economic matters, and it links political and economic 
issues to security to improve its leadership position. By 
contrast, Japan has proposed a “two track system” of 
working together with the United States in contending 
for dominance, making Asia its support in moving 
toward becoming a major political power. ASEAN seeks 
to make “foreign minister dialogue conferences” into a 
stage for dialogue about Asia-Pacific security so that 
ASEAN can play a greater role in the security mecha- 
nism, and promote foreign relations on a par with major 
powers as a means of gaining regional stability and its 
own development. 


Harmonizing the views of all parties requires a gradual 
process of both active exploration and not overreacting. 
However, no matter the form of the security mechanism 
that is established, it must follow certain basic rules such 
as mutual respect, equal status, and opposition to any 
single country issuing orders and exercising control. It 
must use dialogue and discussion to solve disputes and 
oppose the use of force and threats of the use of force. It 
must also oppose the linking of so-called human rights 
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issues and trade sanctions to the security mechanism. 
The Asia-Pacific region has its own distinctive circum- 
stances; therefore, the European Security Commission 
[Ou An Hui] model cannot be copied mechanically. 
Instead, first should come an increase in understanding 
and the building of confidence for the gradual building of 
a multiform, multilevel, multichannel security dialogue 
mechanism that can be steadily improved thereafter. 


4. China’s Asia-Pacific Policy Concerns 


China has appropriately readjusted its Asia-Pacific 
policy in light of the new situation following the Cold 
War. However, its focus remains on the foreign policy 
that China has adhered to throughout of independent 
action and maintaining the initiative in its own hands for 
the active safeguarding and promotion of peace and 
security in the Asia-Pacific region. My personal under- 
standing is that this policy’s main components may be 
capsulized in the following several points: 


1. To serve the building of China’s economy. Vigorous 
economic development to advance the national 
economy is a central task that China will pursue for 100 
years. The main goals of China’s foreign policy will 
always be to safeguard world peace, and to promote 
cooperative development in order to create a favorable 
international environment for China’s reform and 
opening to the outside world, and its modernization. 
This requires, first of all, maintenance of long-term 
stability and prosperity in the Asia-Pacific region. 


2. To safeguard China’s independence and sovereignty. 
The Chinese people, who have had their fill of aggression 
and humiliation, and who have now stood up, particu- 
larly cherish national freedom and sovereignty. They will 
not hesitate to resist outside interference and pressure. 
In international relations, China has never sought hege- 
mony, and it also opposes hegemonism and power poli- 
tics against any nation and in any form. 


3. To pursue all-around opening to the outside world. 
China seeks actively to develop foreign relations, strives 
to enter the world economic system, and seeks to take 
part in economic cooperation of different kinds and at 
different levels on a basis of equality and mutual benefit, 
but it does not approve of the organization of exclusive 
trade blocs. 


4. To develop friendly and cooperative relations with all 
countries on the basis of the five principles of peaceful 
coexistence Pursuit of a neighborly and friendly policy, 
maintaining and developing peaceful coexistence and 
friendly, cooperative relations with neighboring states is 
the primary task of China’s foreign relations. In fact, the 
period since the end of the Cold War has been the best in 
the over 40 years since founding of the People’s Republic 
for China’s relations with neighboring states. China 
stands for friendly intercourse with all nations, not 
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basing national relations on differences in ideology and 
values. China regards strengthening of unity and coop- 
eration with developing nations as the foundation of its 
own foreign policy, and pays extremely close attention to 
its relations with developed countries as well. The 
founding of healthy, normal relations among all Asia- 
Pacific nations provides fundamental support for the 
region’s peace, stability, and prosperous development. 


5. To emphasize the peaceful solution of international 
disputes, to oppose resort to armed force and the threat of 
armed force, active support for and participation in the 
founding of multiform, multilevel, and multichannel 
regional security dialogue mechanisms. However, no 
matter the kind of dialogue mechanism or security 
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forum, it may develop into an international bloc, nor 
may it be directed against any nation or territory. 


China is a steadfast force for safeguarding world peace. 
We have formed no alliances with any country or 
national bloc, nor are we a member of any military bloc. 
China is not expanding outward now, nor will it practice 
expansion once it has developed in the future. At the 
same time, it resolutely opposes any form of aggressive 
expansion. We oppose arms races, and we stand for the 
implementation of effective disarmament and arms con- 
trol based on the principle of fairness. China’s armed 
forces are to be used in ensuring national independence, 
sovereignty, and security. 
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NATIONAL AFFAIRS, POLICY 


Enterprise System Based on Legal Property 
Rights 

94CE0538C Beijing JINGJI RIBAO in Chinese 
11] May 94 pp 1, 2 


[Article by Lu Dong (0712 2639): “Corporate Property 
Rights for Enterprises Is Foundation for the Modern 
Enterprise System”’} 


[Text] Reform of the state-owned industrial enterprises 
is the focal point in the reform of China’s economic 
system. During the last 10-odd years, this reform has 
been pursued in practice in an exploratory and gradual 
way. At the beginning, a start was made with broadening 
the autonomy for enterprises, and local authorities and 
enterprises worked out several forms which incorporated 
a broader autonomy for enterprises. This lasted until an 
enterprise responsibility system was later instituted on a 
broad scale throughout the entire country. The basic 
underlying ideology during this phase of the reform was 
to proceed according to the principle of separation of 
ownership right and management right, and this ide- 
ology was then also related to the then ongoing reform in 
China’s entire economic system within a framework 
which integrated planned economy and market regula- 
tion. China’s state-owned industrial enterprises that had 
passed through this phase of the reform have experi- 
enced a considerable improvement in the quality and 
technological advancement of their production and had 
shifted in their operations from a mere production- 
oriented system to a system of responsible production 
management. The status of these enterprises had also 
changed from that of mere appendages of administrative 
organs to that of comparatively independent economic 
entities. Comrade Deng Xiaoping’s speeches on his 
southern tour of inspection and the 14th CPC National 
Congress indicate that the reform of China’s economic 
structure has entered a new phase, and that the overall 
framework for this new phase is socialist market 


economy. As a consequence, it has become necessary to. 


intensify the reform of China’s state-owned enterprises, 
and necessary to start earnestly building up a system of 
modernized enterprises. The resolution adopted at the 
Third Plenary Session of the 14th CPC Centrai Com- 
mittee defined the fundamental characteristics of the 
modern enterprise system as: distinct clarification of 
ownership relations, ownership rights to state-property 
in the enterprises to belong to the state, enterprises to 
possess all property rights of legal persons, i.e. with 
regard to all assets created by the investment of those 
who have put up the enterprise capital (which includes 
the state), such enterprises become entities that are legal 
persons, enjoying all the rights in civil law and being 
responsible according to civil law, owning all properties 
as legal persons, to be autonomous in their business 
operations, assuming full financial responsibility 
according to law, and bearing responsibility toward their 
investors for preserving and increasing the value of those 
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investments. This amounts to an important break- 
through in the theory of property rights in the public 
ownership system. Basing on the essence of 10-odd years 
of practical experiences in enterprise reform, we have 
found the key to resolving the hollow setup of ownership 
rights of state assets and to the restraints on enterprises 
and their lack of strength. Under the conditions of 
socialist market economy, with its beneficial effects on 
state-owned industries, we are instituting a shift in 
enterprise management and have enterprises actively 
participate in market competition. Establishment of 
property rights of enterprises as legal persons indicates 
that the guiding ideology in China’s enterprise reform 
has by now developed from the former division of 
ownership rights and management rights to the present 
new phase of separating ownership rights of the investors 
and the property rights of the enterprises as legal per- 
sons. It has therefore become an important task in the 
future enterprise reform to study, propagate, and imple- 
ment the property rights of enterprises as legal persons. 
Recent investigations at some localities have shown us 
that accomplishment of this task will still require a 
considerable amount of intensive and painstaking work. 


First, it is necessary to establish a common under- 
standing with regard to the spirit of the Central Com- 
mittee’s resolution. It will take people of various circles 
of society some time to accept and understand this new 
formulation of property rights, and particularly theorists 
may perhaps still want to explore further, all this is 
normal. However, for employees and workers at all levels 
of industry, who must apply the new concept in their 
work, it is certainly important that they conscientiously 
study the Central Committee resolution, that they attain 
a common understanding in line with the spirit of the 
Central Committee resolution, and that they promptly 
clear up any myopic concepts. For instance, some people 
believe the ownership right of the public ownership 
system is something that can exist only outside the 
enterprises, and does not intrude into the enterprises. 
This practically negates establishment of property rights 
of corporate bodies. The practical reality of 10-odd years 
of reform has already clearly demonstrated that if enter- 
prises cannot rely on the support of corporate property 
rights, they cannot function altogether autonomously in 
their business operations and cannot truly assume full 
financial responsibility. In many countries this is also the 
important reason why enterprises cannot flourish. 
Others have advocated a “graduated ownership” of state 
assets, or to mix up the corporate property rights of the 
enterprises with enterprise ownership rights. If we would 
go along with this kind of an understanding, the result 
would certainly be that state-owned assets would end up 
in the dangerous situation of being dismembered. The 
Central Commitiee resolution clearly spells out that “the 
system that shall apply in the case of state assets shall be 
one of unified state ownership, under the supervision 
and administration of the various governments at their 
different levels, with autonomy for enterprises in their 
business operations.” That means that the ownership of 
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state assets in the enterprises is split into two mutually 
interrelated sides, and that the ultimate ownership right 
of the state is an inseparable entity. Through the form of 
an entrustment for management purposes of state-owned 
assets, the state causes enterprises to possess corporate 
property rights, while at the enterprise level property 
rights and management rights are integrated, causing the 
enterprise to become a subject in civil law, a subject of 
property rights, and to truly become an independent 
commodity producer and trader. 


Second, realistic verification of the amplitude of corpo- 
rate assets in possession and use by the enterprises. This 
is an extremely complex task. Some experimental units 
report that assets in China’s industrial enterprises had in 
the past been administered by merely taking the dimen- 
sional magnitude of things into consideration, but it is 
now required that administration of all tangible and 
intangible assets take their actual value into account, to 
be ascertained by proper stocktaking, checking, and 
assessing. Judging by the conditions in some experi- 
mental enterprises, it would be necessary during this 
process of stocktaking, checking, and assessing, to find a 
solution for two great difficulties: One is the accumula- 
tion over the years of bad debts, dead accounts, and 
latent losses. Conditions are not altogether the same in 
all enterprises, but this is a problem that seems to be 
common to all. According to the particular situation, 
these bad debts, dead accounts, and latent losses should 
be written off, where this is found appropriate, or be 
disposed of otherwise, if such can be done. This is the 
only way to give a true picture of the amplitude of 
corporate assets in possession and use of the enterprises. 
There should be a unified policy for writing off or 
disposal of bad debts, to avoid that writing off is taken 
advantage of by some to cause man-made losses of state 
property. The other difficulty is the excessive indebted- 
ness of some enterprises, in some cases reaching the state 
of insolvency. Enterprises in this condition will show 
extremely low profits, and some will be in the red after 
paying off bank interests, forever unable to turn things 
around. These two great difficulties will require coordi- 
nation by the executive officers in the financial author- 
ities, banks, and enterprises in concerted efforts to help 
the enterprises solve their problems. Some people are 
proposing the method of converting indebtedness into 
shares, i.e. converting the debts owed by the enterprises 
to the banks into share capital to be held by the banks in 
the enterprises. This may after all be accepted as a 
solution and should be studied. 


Third, a realistic delimitation of property rights. At the 
same time as the corporate assets in possession and use 
by the enterprises are verified, it is also necessary to 
delimit the property rights, in order to clearly define the 
responsibility for preserving and increasing the value of 
these property rights. Circumstances related to a delim- 
itation of property rights are rather complex: In some 
cases mergers, dismantling, and removals have taken 
place, effects have also been active by the leftist propa- 
ganda of “‘let them be of large size and have a high degree 
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of public ownership,” with the result that nonpublic 
items were labeled state-owned and passed off as such. In 
some cases, advantage was taken of the differentials in 
the tax and wage policies that the government at that 
time prescribed for different ownership systems, and 
items were allocated to whichever category was more 
favorable. As a result, state-owned items were labeled 
non-state-owned. In some other cases it happened, after 
the start of reform and opening up, that some absorbed 
parts of their capital from outside the original enterprise. 
However, what caused more argument and where a 
seriously myopic viewpoint was even more evident was 
the problem of assets formed by profits from operations 
while incumbered by liabilities, and how to delimit 
assets formed due to the government granting these 
enterprises the benefit of special policies. Working on 
these questions is urgently necessary, but also an 
extremely thorny affair. The only way is to definitely 
formulate rules and regulations to determine the limits, 
whenever certain general principles will no more serve 
the purpose. If there is no uniform nationwide policy 
determining the limits, and if the localities and enter- 
prises are left to solve the problem themselves according 
to some principles of their own, it will likely end in 
having “different people devising their different ways,” 
which in turn will cause large-scale losses of state assets. 
It is therefore proposed that the government organize a 
group of experts who will conduct investigations and 
research, and will as soon as possible formulate a nation- 
wide uniform policy for the delimitation of property 
rights. This should result in legal provisions of an impor- 
tant policy character concerning the corporate property 
rights of enterprises. 


Once delimitation of the property rights of enterprises 
will have been completed, those that should be made 
part of the state-owned economy should be determined 
by the type of property rights involved, including state- 
owned enterprises solely financed by the state and enter- 
prises that are state-owned holding companies. The 
current statistical method must not be continued; as 
soon as state-owned enterprises join up with foreign 
capital, they must not be computed as part of the 
state-run economy, regardless of whether the state holds 
a controlling share interest. Otherwise it would be 
impossible to reflect the true proportion of the state-run 
economy. At the same time people should be reminded 
that whenever important trades or enterprises join up 
with foreign capital, they must certainly ensure a con- 
trolling share interest as state-owned property rights. 


Fourth, effectively determining the pattern of responsi- 
bility for the management and operation of corporate 
assets of enterprises. China’s “Company Law” already 
distinctly determined the normative principles. First, the 
state, as the provider of capital, is no longer assuming 
unlimited responsibility for the enterprises, but assumes 
only a limited responsibility. The relationship between 
the state and the enterprises is no more one of adminis- 
trative subordination, but is one of provider of capital— 
the assets being the link here—and the enterprises as 
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legal persons, effecting a separation of ownership right of 
the provider of capital and the property rights of the legal 
persons. Now that we have the principle, all depends on 
the execution. The enterprises report that the govern- 
ment does not now separate the functions of the admin- 
istration from those of the capital investment; in the 
past, it has carried out “administrative guidance,” and 
had saddled the enterprises with “many [domineering] 
mothers-in-law.”” Now that property right linkages are 
emphasized, it happens that enterprise “bosses” are 
multiplying. This makes it urgently necessary to settle 
from the top the organizational pattern of representation 
of state-owned assets, so as to improve the management 
and operation of state-owned assets. Secondly, enter- 
prises must no more be divided according to the system 
of ownership, but must be established on a responsibility 
pattern, possessing the property rights of enterprises as 
legal persons. At present, China’s original state-owned 
enterprises are undergoing a transformation, some are 
transforming into companies limited by shares, some 
into limited liability companies, some into limited lia- 
bility companies of single proprietorship, etc. In this 
respect, we should give most careful attention to the 
successful experiences made internationally, and should 
study and adopt their methods, also at the same time 
giving even greater attention to a study of the practical 
experiences of the broad masses of the Chinese people. 
For instance, in the case of medium and small state- 
owned enterprises in some small towns and county seats, 
it has occurred that, based on the delimitation of prop- 
erty rights, these enterprises were contracted or leased, 
with the formality of written contracts, to individuals or 
private groups to run as privately operated enterprises, 
and as such designated as “state-owned privately 
operated.” 


According to experiences in Hunan Province and Inner 
Mongolia, most of these were enterprises making min- 
imal profits or even incurring losses. Continuing their 
operations was posing great difficulties, and to let them 
go bankrupt would have raised the problem of unem- 
ployment of large armies of employees and workers, but 
after instituting the mentioned responsibility patterns, 
most experienced a most gratifying transformation, 
which proved beneficial for the maintenance of social 
order in the districts concerned and solved the livelihood 
problem of employees and workers. Following the trans- 
formation of the system of property rights, the enterprise 
responsibility pattern will certainly further developed. 
We must give it close attention, promptly review what 
has occurred, and gradually create a system of managing 
and operating state-owned assets in a way that will 
conform to the realities of conditions in China. 


Fifth, suitable supplementary measures will have to be 
taken. Management and operation of the corporate 
assets of enterprises takes place within the overall eco- 
nomic life processes and cannot possibly be effective 
without a suitable environment and supplementary mea- 
sures. In recent years, knowledgeable persons have pub- 
lished many articles on this question, and some more 
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advanced districts have started relevant arrangements, 
all this shows good foresight. According to our investi- 
gations, we feel that there is presently most urgent need 
for three types of supplementary measures: 


First measure: establishment and perfection of a market 
for the trading of property rights. In order to revitalize a 
lot of sluggish stocks of state-owned assets, it is necessary 
to readjust in a rational way the production setup as well 
as the enterprise structure. Some enterprises must go 
bankrupt, and some enterprises must be auctioned off. 
To preserve and increase the value of corporate assets of 
enterprises, the enterprises must organize production 
according to the needs of the market, and to have them 
produce marketable commodities will of course involve 
adjustment of the property structure of the enterprises, 
getting rid of what is superfluous and acquiring what is 
urgently needed. All this requires the establishment of a 
perfectly working market for trading in property rights. 
However, this is a new issue for which it will be necessary 
to evolve scientific management methods, in order to 
enable a solid and stable implementation, as otherwise 
large losses could be caused to state-owned assets. 


Second measure: development and perfection of an 
intermediary organization in the market, especially an 
asset assessment organization, as well as some public 
surveyor-type offices, such as accounting offices and 
auditing offices. The organizational structure is now 
rather limited, and the quality of some of the personnel 
is not very high. This makes it necessary to institute 
training, and especially also formulating rules and regu- 
lations, so as to stipulate in law the responsibilities to be 
assumed by the intermediary organizations and proce- 
dures of prosecution, so as to guarantee the public 
surveyor character of the intermediary organizations. 


Third measure: developing a high quality contingent of 
professional entrepreneurs. Operation of the socialist 
market economy requires a set of entrepreneurs who 
must have high ideals, must be clever strategists, must be 
imbued with self-sacrificing devotion, and must be 
capable businessmen. This is similar to the need for the 
training of revolutionary cadres and military leaders 
during the time of the revolution. Without a nucleus of 
this kind of person, our undertaking cannot possibly be 
successful. Selection of this kind of a contingent must be 
by competitive mechanism, without any regard for ser- 
vice record or seniority. They must be selected from out 
of the practical work environment, promoting the best 
and rejecting inferior ones. In coordination with a 
system of scientific assessments, employment, and 
administration, an entrepreneur market shall gradually 
come into being. 


In summing up, we realize that implementing the corpo- 
rate property rights of enterprises is an extremely com- 
plex project, as it will affect over 100,000 enterprises; it 
is huge in dimensions and area, therefore impossible to 
achieve in one move. It requires a feasible plan, and is to 
be achieved group after group in stages. However, its 
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complexity must not be cause for any further delay. We 
must definitely take this matter firmly in hand and 
actively pursue it, because it has an important effect on 
the fundamental shift in the operational mechanism of 
China’s state-owned enterprises, and because it has an 
important effect on the developmental prospects of 
China’s state-owned economy. 


FINANCE, BANKING 


Specialized Banks Become Commercial Banks 


94CE0566B Beijing JINRONG SHIBAO 
in Chinese 8 Jun 94 p 3 


[Article by Gong Guoping (6300 0948 1627) and Gong 
Weihong (6300 0351 1347), Qinghai People’s Bank: 
“Sticking Points in the Transition of the Specialized 
Banks to Commercial Banks and Their Solutions” } 


{Text} An important part of financial system reform in 
1994 is the need to move ahead steadily with reform of 
state-owned commercial banks. This will enable the 
country’s specialized banks to standardize administra- 
tion gradually as the “six autonomies” policy provides, 
finally conforming to international practice. However, 
since China’s specialized banks have long functioned as 
both commercial banks and policy banks, they have 
formed a complete “large common pot” mechanism in 
which all share benefits regardless of their performance. 
In their transition to commercial banks, we must study 
all difficulties and find corresponding remedies. 


1. Sticking points in the transition of the specialized 
banks to commercial banks: 


Sticking point number one is the too heavy burden of 
dead loans and risky loans of the specialized banks. 


Sticking point number two is converting the specialized 
banks “uniform control’”’ over working capital to com- 
mercial banks “uniform responsibility” for their own 
working capital. 


Sticking point number three is the not very orderly 
external environment in which the specialized banks 
face countless difficulties in becoming commercialized 
banks. 


Sticking point number four is the overlapping structural 
setup of the specialized banks that wastes much man- 
power. 


Sticking point number five is professional narrowness, 
credit instruments lacking diversification. 


Sticking point number six is sluggish settlement system 
reform that does not meet the market economy’s mid- 
term professional needs. 


2. Steady work on state-owned commercial bank reform 
solutions: 


The transition of specialized banks to commercial banks 
is a piece of complex systems engineering that affects the 


interests of many. It requires a fairly long process; it 
cannot be accomplished overnight. Current problems 
requiring orderly step-by-step solution without upsetting 
regular specialized bank operations are of top priority in 
the intensification of financial reform. 


1. As banks that serve policy purposes are planned and 
go into operation, a good job must be done in separating 
and apportioning the assets of both the banks that 
service policy purposes and commercial banks. On the 
one hand, banks that serve policy purposes must act as 
agents for policy matters as their operating principles 
require. On the other hand, commercial banks must 
orient toward markets and make profits their main 
concern as commercial bank operating principles 
require. The specialized banks must gradually become 
modern commercial banks responsible for making their 
own decisions, that bear risks, that are responsible for 
their own profits and losses, that exercise self-restraint, 
that balance their own assets and losses, and that pursue 
their own development. Since state-owned enterprises 
are currently in the process of transforming their oper- 
ating mechanisms, the specialized banks must first take 
charge of their debt ratio while controlling their credit 
limits insofar as possible. Quantification norms for man- 
aging the ratio between assets and liabilities should 
conform to the specialized banks’ operating realities. 


2. Putting down burdens to travel light. The dead loans 
and risky loans, which account for approximately 20 
percent of the assets of the specialized banks, are the 
biggest obstacle to their becoming commercial banks. 
The authors suggest that all parties bear this burden to 
get rid of it gradually. First, that portion of dead loans 
and risky loans incurred for policy reasons should be 
consigned directly to the policy banks for gradual amor- 
tization as the government's future financial circum- 
stances allow. Second, the non-performing business 
loans should be handled in different ways as their 
separate situations warrant. Pressure should be applied 
to collect all those that the central bank ‘“‘verified” during 
the past several years while clarifying the relationship 
between credits and liabilities. Those for which there is 
no hope of recovery, which are dead loans, should be 
cleared up by payments from the central bank. Dead 
loans resulting from bad bank decisions or policy mis- 
takes should be amortized over the years through pay- 
ments out of the risk fund for which withholdings were 
previously made. Cases of willful reneging on repayment 
that result in dead or risky loans may be taken to court to 
force recovery according to law. 


3. Better Internal Management, Building an Effective 
Restraint Mechanism and a Risk Protection Mechanism. 
Most of the specialized banks’ assets are unsecured 
loans. A very small percentage is tied up in secured loans 
and mortgages. Legalizing the secured loans and the 
mortgage loans is an urgent task of the moment. While 
changing from the old to the new system, enterprises 
should be allowed to obtain secured loans or mortgages 
to replace the unsecured loans issued in the past. In 
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addition, property ownership relationships should pro- 
vide for the use of property as collateral or mortgaging. 
Notarization should also be used to ensure the reliability 
and legality of collateral and mortgages. 


4. Abolition of the System in Which the Banks Uni- 
formly Control Working Capital. It is recommended that 
as the commercial bank mechanism gradually goes into 
operation, the system by which banks uniformly control 
enterprises’ working capital be abolished. From now on, 
enterprises must make up the working capital they need 
out of year-by-year accumulations. The basic working 
capital that new enterprises require should be provided 
by those who put up the money to build the enterprise. 


5. More Credit Instruments to Develop Diversified 
Operations. Diversified services are a major feature of 
modern banks. When the specialized banks change into 
commercial banks, they should quickly change their 
single-line operating ideas, making the provision of 
diversified services their main direction of attack. 


6. Perfection of Settlement System Keform, Completely 
Solving Settlement Difficulties. The main reason bank 
foreign exchange payments are so difficult in China lies 
in the specialized banks’ business overload and the 
incompleteness of the interbank settlement system they 
have established themselves. Fundamental solution to 
the settlement difficulties problems requires, first, stan- 
dardizing the way in which the specialized banks 
operate, setting strict clearance times. By changing the 
system, the specialized banks’ business overload, which 
stems from their taking possession of affiliated bank 
funds, can be solved. Second is abolition of the small 
affiliated banks in the specialized banks’ self-created 
system, establishing a large, unified affiliated bank and 
clearance system nationwide. This will make full use of 
the People’s Bank satellite clearance system, thus accom- 
modating enterprises and individuals and providing 
rapid settlement service. Third is improvement of settle- 
ment laws and regulations to enforce strict settlement 
discipline. When banks purposely drag their feet on 
settlement receipts, and delay settlement times for their 
own benefit, they should compensate enterprises for 
losses. In serious cases, the bank directors and managers 
shouid be held economically and administratively 
responsible. 


Bond Market Increases After Slow Start 


94CE0567A Beijing ZHONGGUO DISAN CHANYE 
BAO in Chinese 23 May 94 p 5 


{Article by Lin Yitang (2651 0076 1016): “Maturing 
Bond Market Offers More Attractive Terms”} 


[Text] From Administrative Apportionment to Voluntary 
Purchase 


The issue of state bonds for sale to members of the public 
to raise idle social funds, which means that the state 
borrows from its citizens to finance construction, is an 
effective and common method of fund-raising by the 
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state. In the early 1990's, 80 percent of the total assets of 
the central bank in the United States consisted of gov- 
ernment bonds. The British Government has an even 
longer history—almost 300 years—in the issue of bonds. 
The rebuilding of the iron and steel, coal, and railroad 
industries after World War II, for instance, depended on 
the massive amount of funds raised through the sale of 
government bonds. Because of their characteristics of 
“fluidity,” safety, and profitableness, state bonds are 
risk-free bonds and have earned the name “gilded 
bonds.” An especially ideal place for small- and medium- 
sized investors to put their money, they are much 
sought-after by investors in every country. Yet a review 
of the history of state bonds in China shows a traditional 
lack of enthusiasm on the part of the citizen for state 
bonds. 


It has been 14 years since China resumed the issue of 
state bonds in 1981. In those 14 years a total of six 
different kinds of bonds were issued, primarily treasury 
bills. Others are priority construction bonds, national 
construction bonds, special bonds, and value-guaranteed 
bonds. Turning to the methods of issue, before 1988 
bonds were sold administratively; that is, the govern- 
ment ordered enterprises and institutions to purchase 
state bonds. After purchasing some of the bonds, these 
units in turn ordered individuals to buy the remainder 
paid for through payroll deduction. Although the yields 
on state bonds were higher than what the banks at the 
time paid in interest rates, the mandatory purchase of 
bonds was still regarded by the public as a donation to 
the treasury, not a form of investment. 


Starting in 1988, the government changed to issuing 
bonds using economic methods. With the opening up of 
a secondary market for state bonds in 1988, the circula- 
tion and trading of state bonds was on. In 1989 bond 
purchase contracting and bidding were introduced. In 
1993 the primary bond self-trading system was launched. 
Viewed in the context of the history of state bonds in 
China, bonds are gradually being commercialized and 
turned into a market commodity. During this period 
bond yields remained far higher than interest rates paid 
by banks on savings deposits. Be that as it may, there was 
no public scramble to buy state bonds. Between 1991 
and 1992 government bonds did enjoy a brief spell of 
popularity only to slide back into the doldrums in 1993. 
Three-year state bonds issued in 1993, for instance, 
carried a yield of 10 percent, yet the price on the 
secondary market on 20 August 1993 was a mere 109.1 
yuan. 


There are two major reasons for the above anomaly. One 
has to do with the buyers. When the state first started 
issuing and selling state bonds to the public, living 
standards were stiii quite low and wages were practically 
the sole means of livelihood. Absent was an adequate 
amount of discretionary income that could be used to 
purchase bonds. Moreover, people were not investment- 
minded then. Instead of looking upon the purchase of 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 











JPRS-CAR-94-041 
26 July 1994 


state bonds as a form of investment, they continued to 
see it as a contribution to the state. Hence their coolness 
to bond purchasing. 


Even more to blame than lack of public interest are 
problems relating to the way bonds were issued. 


First of all, the maturing periods of state bonds were too 
long and their mix unsound. Only three-year and five- 
year state bonds had been issued by 1993. Bonds issued 
in 1981 were scheduled to mature between 1986 and 
1990, to be redeemed in five batches within a period of 
five years depending on their lot-drawing numbers. 
Bonds purchased by individuals between 1982 and 1984 
were also scheduled to mature five years after the issue 
date, redeemable in five groups depending on the lot- 
drawing numbers. As for bonds purchased by units, they 
were redeemable after five years, with 20 percent of the 
total value being redeemable per year. The State Council 
also decided to convert bonds maturing in 1990, 1991, 
and 1992 into new bonds, the maturing period 
remaining at five years. Bonds issued in 1986 and 1987 
continued to carry the five-year maturing period. It was 
not until 1988 that the government issued three-year 
state bonds. 


Second, an underdeveloped state bond market. A sec- 
ondary market for state bonds did not appear until 1988, 
seven years after the government resumed the issue of 
bonds. State bonds could now circulate and be bought 
and sold, but the bond market was less than perfect. The 
maturing periods were too long and bond trading was 
complicated, which could not but undermine public 
confidence and enthusiasm for the buying of bonds. 


Third, financial disorder. Substantial progress was made 
in the issue of state bonds in 1988. They gained new 
popularity in 1991 and 1992 before retreating into the 
slump in 1993. The primary reason was the real estate 
fever and stock market fever of 1993 along with the 
frenzy of high-interest-rate fund-raising. All around 
there was financial disorder. Although state bonds had a 
high credit rating, they were not competitive on interest 
rates. Financial disorder made venture bonds a good bet, 
their yields high enough to offset their riskiness. In 
comparison, the safety of state bonds as an investment 
seemed irrelevant, a fact which greatly reduced the 


appeal. 
Rise of the Bond Market 


The year 1994 marks the beginning of the maturation of 
state bonds in China. As the market economy and 
financial order are gradually put on the right track, and 
the mechanism of bond issue gets better and better, bond 
purchase as a form of investment begins to truly realize 
its characteristics of “safety, dependability, stable yields, 
unimpeded circulation.” 


In conjunction with banking and financial reform and in 
order to ensure smooth progress in the issue of state 
bonds, the Ministry of Finance, the People’s Bank of 
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China, and the China Securities Supervision Commis- 
sion have worked hard to push forward with the estab- 
lishment of a state bond market ever since the beginning 
of this year. 


First of all, the state bond primary self-operating system 
was improved and expanded. Nationwide state bond 
purchasing and marketing groups were set up. The “PRC 
Regulations for State Bond Primary Self-Operating 
Traders” and “Implementation Regulations for Exam- 
ining and Validating the Qualifications of State Bond 
Primary Self-Operating Traders” were promulgated ear- 
lier this year jointly by the Ministry of Finance, the 
People’s Bank of China, and the China Securities Super- 
vision Commission. Under these regulations, banks, 
with the exception of policy-making banks, and nonbank 
financial institutions including securities companies and 
trust and investment companies shall participate in this 
year’s nationwide state bond purchasing and marketing 
consortium as primary self-operating traders after filing 
an application and being approved upon review. As part 
of the state bond purchasing and marketing consortium, 
they may directly purchase state bonds from the Min- 
istry of Finance and are authorized to sell them. 


Second, the range of purchasers has also been widened. A 
specified share of state bonds was earmarked for pur- 
chase by unemployment insurance funds. Everything 
else is bought up by banks and nonbank financial insti- 
tutions which would then sell them to members of the 
public. 


To cast a wider net to attract social funds to invest in 
state bonds, the government this year also encouraged 
the creation of state bond investment funds. The idea is 
to absorb idle funds now in private hands to buy and sell 
state bonds. 


Major adjustments have been made in the maturing 
periods of state bonds and their mix. A decision was 
taken to issue bonds in batciies and stages. First of all, in 
the case of state bonds issued under contract, an agree- 
ment is entered into at the beginning of the year which 
specifies the total value of bonds to be sold. Over the 
course of the year sales contracts would be signed at 
regular intervals. The purpose is to accommodate 
changes in interest rates on the market and adjust 
interest rates in state bonds flexibly. Second, there is a 
plan to issue nonmaterial state bonds that can be put on 
the market in nine batches in the course of the year and 
to issue material state bonds in four batches. Third, 
moves have been taken to diversify the maturing periods 
of state bonds as well as their mix of variety. In the case 
of nonmaterial state bonds, there are five maturing 
periods altogether: six months, one-year, two-year, three- 
year, and five-year. Their interest rates exceed the pre- 
vailing interest rates paid by banks on savings deposits 
by 0.8 percent, | percent, 0.3 percent, 1.72 percent, and 
2 percent, respectively. The final redemption period of 
material state bonds is three years. Bondholders may 
collect principal and interest at the end of one year at an 
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interest rate that shall be higher than the interest rate 
paid by banks on savings deposits at the time by a set 
percentage. 


It has also been disclosed that to increase the portion of 
state bonds purchased and owned by banks and nonbank 
financial institutions, a number of coordinated banking 
policies would be unveiled this year. To begin with, in 
tandem with financial reform the central bank will begin 
operating on the open market by formally participating 
in the state bond market to buy and sell bonds. More- 
over, banks are scheduled to introduce assets to liabili- 
ties ratio management. A decision has been made to 
allow state bonds to be used to secure mortgages and 
discount. Second, the proportion of working reserve 
funds held by banks has been raised by an appropriate 
margin to purchase state bonds. 


Significant headway has also been made in improving 
the circulation of state bonds. Six-month, one-year, and 
two-year bonds can ail circulate on the market. In 
January and February, for instance, six-month and one- 
year nonmaterial state bonds were issued through a 
computerized trading system on the Shanghai Stock 
Exchange. After the issue date has expired, these bonds 
can still circulate and be bought and sold on the 
Shanghai Stock Exchange’s computer trading system. 
Furthermore, the Ministry of Finance has issued regula- 
tions allowing two-year state bondholders in need of cash 
to unload them anytime beginning | August (2 months 
after issue) at the network of trading counters of securi- 
ties companies, bond service offices, and the securities 
departments of trust and investment companies 
approved by the state. Three-year state bonds may not be 
unloaded on the market. If the holders want to redeem 
them ahead of them, they may do so anytime at the bank 
outlet where the bonds were purchased in the first place. 


To energize the secondary market for state bonds, fur- 
thermore, the government allows stock exchanges and 
stock exchange centers to explore new ways to buy and 
sell bonds, such as futures, future title trading, and 
re-purchase trading. In conjunction with the participa- 
tion of the central bank in the buying and selling of state 
bonds on the secondary market, these moves will pro- 
mote the stability of the state bond market and help the 
primary and secondary state bond markets operate in 
coordination with each other. 


To sum up, the issue of state bonds this year is no longer 
dependent on administrative coercion. Instead, reforms 
were carried out to improve the market system and 
methods of issue. This suggests that the issue of state 
bonds has made major progress and is closing in on the 
threshold of maturation. 


Shanghai As Center of State Bond Trading in China 


After working hard in recent years to reform the finan- 
cial system, Shanghai has emerged as China’s financial 
center in name and in fact. Founded in 1991, the 
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Shanghai Stock Exchange has also swiftly replaced its 
Shenzhen counterpart as the center for securities trading 
in China. 


Thus far about 500 securities companies operating on a 
fairly large scale have applied for and obtained 2,500 
trading seats on the Shanghai Stock Exchange. Of these 
500 companies, 300 or so are involved in the trading of 
state bonds on the exchange’s network. 


To accommodate changes in the macroeconomy and 
energize the state bond market, the Shanghai Stock 
Exchange has taken a series of major steps since last year. 
On 15 October 1993, for example, it took the lead in 
opening up state bond futures trading to the public. The 
introduction of the concept of futures enables state bond 
trading for the first time to be a hedge against inflation 
while steering clear of risk. Transactions worth more 
than 7,000 kou (each kou is 20,000 yuan in state bond 
futures) took place on the first trading day. Today almost 
100 securities companies on the Shanghai Stock 
Exchange are involved in the state bond futures trading 
business. On 6 December 1993, the stock exchange 
opened the nation’s first state bond exchange which 
trades in state bonds every day after the stock exchange 
closes. The existence of such a trading forum avoids a 
timing conflict with the stock market and makes it easier 
for clients to trade. On 15 December 1993 the stock 
exchange launched state bond re-purchasing trading. 
The introduction of this line of business directly realized 
the use of state bonds as a form of security, turning it 
into an ideal short-term fund-raising tool. 


Statistically, a total of 8.7 billion yuan worth of transac- 
tions took place on the Shanghai state bond market in 
1993, up 24 percent from a year ago, the value of 
transactions rising more than 100 million yuan on 
average from one month to the next. 


State bond trading on the Shanghai Stock Exchange has 
been even more active since the beginning of this year. 
Daily trading in state bond futures and futures has 
exceeded 100 million yuan on several occasions. By early 
March the volume of trading in state bonds already 
overtook that on the stock exchange. On 24 March, state 
bond transactions reached 495 million yuan. The prices 
at which state bonds change hands also have risen 
appreciably. In late November last year state bonds were 
being traded at 119 yuan or so and 1992 five-year bonds 
were valued at a mere 93 yuan. By early March this year, 
1991 state bonds were changing hands at almost 126 
yuan and 1992 five-year bonds at 108 yuan. Meanwhile 
the futures prices of these two classes of state bonds had 
also ~ nbed notably. Specifically the futures contract 
price of 1991 bonds was 127 yuan or so in mid-March 
this year, up from 125 yuan in late November. The 
earnings rate of second-hand bonds ranged between 13 
and 15 percent, down from 15 and 20 percent last year. 
Rises in futures prices mirror market optimism about 
the prospects for treasury bills. 
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Using State Bonds To Close Budget Deficit Has Profound 
Significance 


Even as they affirm the considerable progress that has 
been made in China’s state bond market, some financial 
experts point to another profound significance of the 
issue of state bonds this year, which is that instead of 
borrowing from banks to close its budget deficit as it did 
in the past, the treasury now seeks to cover its fund 
shortages by issuing state bonds. This is an effective way 
to check inflation. 


Dr. Li Yang [2621 2799], director of the Center for 
Financial Studies at the Chinese Academy of Social 
Sciences, has called this year a year of reform and 
development in China. To support all manners of reform 
and aid the development of agriculture, transportation, 
energy, science and technology, education, and other 
weak sectors of the national economy, the central gov- 
ernment would be hard pressed to balance its budget this 
year. To tighten budgetary management and discipline, 
the Ministry of Finance would no longer overdraw from 
banks to close the budget gap. Overdrawing would only 
cause more money to be printed and put into circulation, 
which will exacerbate inflation and drive up prices, 
ultimately hurting the vital interests of the masses. In his 
opinion, both borrowing from banks and going into debt 
with financial institutions are inflationary fund-raising 
methods. In contrast, issuing state bonds to nonbank 
financial institutions and private individuals is nonin- 
flationary. There are other methods as well, such as 
borrowing Overseas and tapping into the internal accu- 
mulation of finance agencies. Li Yang said, ““We must 
say issuing bonds to the man on the street is the best way 
of raising funds and eliminating the deficit.” By con- 
verting idle funds as well as funds which would otherwise 
finance consumption in society into national construc- 
tion funds, it eliminates the shortfall in government 
revenue without boosting the money supply. 


Professor Li Chongzhun [2621 1504 0402] of the school of 
management at Wuhan University looks favorably upon 
the central bank launching open market operations. He 
said, “To reform the banking system, we must begin by 
turning the central bank into a true central bank, making 
use of it as a regulator and controller of the macroeconomy 
and unburdening it of its conventional commercial busi- 
ness.” The central bank has three “powerful magic weap- 
ons,” the three regulatory and control tools of reserve fund 
rate, rediscount rate, and open market business. Referring 
to the role of these three instruments, Dr. Li Yang said 
vividly, “The first two are big axes not to be used casually 
as the impact would be very broad. In contrast, open 
market operations are a ‘pocket knife,’ nimble and versa- 
tile enough to be used in a way that would regulate the 
supply and demand of currency perfectly.” He said, “Open 
market operations are a logical extension of the increase in 
the mobility of state bonds, with the central bank partici- 
pating in the activities of the bond market on a level 
playing field as an investor. When money supply is smaller 
than the effective demand, the central bank sells renminbi 
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on the market to buy up bonds. When supply exceeds 
demand, the central bank would unload bonds to buy up 
the currency. The open market operations are a crucial 
regulatory tool in a market economy that the central bank 
can use to regulate and control the macroeconomy.” 


Description of Treasury Bills Issued Over the Years 


It has been 14 years since China resumed the issue of 
state bonds. State bonds issued over the years can be 
divided into six categories: treasury bills, key construc- 
tion bonds, national construction bonds, financial 
bonds, special bonds, and value-guaranteed bonds. 
Among them, treasury bills are issued each year. The 
basic situation is as follows: 


1. 1981 treasury bills carried an interest rate of 4 percent 
and were mainly sold to units. They were redeemed in 
five batches in the five years between 1986 and 1990 
based on their lot-drawing numbers. Each year 20 per- 
cent of the total number of bills was paid off. 


2. Treasury bills issued in the three years between 1982 
and 1984 had the same terms. The annual interest rate 
was 4 percent in the case of treasury bills purchased by 
units and 8 percent in the case of bills purchased by 
individuals. Methods of paying off principal and 
interest: for treasury bills purchased by individuals, the 
method was the same as that for 1981 bills. Redeemable 
in five batches in the course of five years depending on 
their lot-drawing numbers five years after they matured. 
In the case of treasury bills purchased by units, there was 
no lot-drawing. Redemption began five years after the 
date of issue. Each year 20 percent of the total became 
redeemable. 


The State Council has decided to convert treasury bills 
held by units and maturing in 1990, 1991, or 1992 into 
new bills. The conversion period is five years. After 
conversion, treasury bills issued to units between 1981 
and 1984 are slated to mature in 1995, 1996, and 1997, 
respectively. It has now been decided that they shall 
become redeemable between | March and 31 December 
1994. Interest shall be calculated for the period between 
1 July of the year of issue and 30 June 1993. Assuming 
no change in the principal, interest is calculated for 
different time periods. Specifically, before conversion 
interest is calculated at the annual rate of 4 percent; after 
conversion, at the annual rate of 8 percent. In neither 
case is interest compounded. 


3. Treasury bills issued in 1985 had a maturing period of 
five years. Bills purchased by individual carried an 
annual interest rate of 9 percent while others purchased 
by units had an annual interest rate of 5 percent. 
Principal and interest were paid off back in 1990. 


4. Treasury bills issued in 1986 and 1987 had similar 
terms. The maturing period was five years. Treasury bills 
purchased by individuals had an annual interest rate of 
10 percent; those purchased by units, 6 percent. Treasury 
bills purchased by individuals were paid off in 1991 and 
1992 upon maturation. Those purchased by units were 
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converted into new bills when they matured in 1991 and 
1992. The maturing period was five years in both cases. 
Both carried an annual interest rate of 8 percent. 


5. Treasury bills issued in 1988 had a maturing period of 
three years. Bills purchased by individuals had an annual 
interest rate of 10 percent; bills purchased by units, 6 
percent. Those purchased by individuals were paid off in 
1991 when they became due. Bonds purchased by units 
were converted into new bills with a five-year maturing 
period and annual interest rate of 8 percent. 


6. Treasury bills issued in 1989 and 1990 had the same 
terms. The maturing period was ghree years and the 
annual interest rate was 14 percent. They were paid off 
in 1992 and 1993, respectively, upon maturation. 


7. Treasury bills issued in 1991 had a maturing period of 
three years and carried an annual interest rate of 10 
percent. Interest was calculated beginning | July of the 
year of issue. They are scheduled to be paid off in 1994. 


8. Treasury bills issued in 1992 have two maturing 
periods, five years and three years. Five-year bills carry 
an annual interest rate of 10.5 percent. For purposes of 
calculating interest, the state date is 1 April of the year in 
question. Principal and interest are scheduled to be paid 
off by 1 April 1997. Three-year bills carry an annual 
interest rate of 9.5 percent. For purposes of calculating 
interest, the starting date is | July of the year in question. 
Principal and interest are due to be paid off by 1 July 
1995. 


9. In 1993 treasury bills were issued in three batches. The 
first batch consists of five-year treasury bills with an 
annual interest rate of 15.86 percent. The second batch 
consists of three-year bills with an annual interest rate of 
13.96 percent. For both categories of treasury bills, 
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interest is calculated beginning 1 March of the year in 
question. In the case of five-year bills, they may be 
cashed ahead of time after three years at the interest rate 
applicable to three-year treasury bills. After four years, 
principal and interest may be paid off at the annual 
interest rate of 13.96 percent and that applicable to the 
fourth year. After five years, they may be cashed at the 
interest rate of five-year treasury bills. The third batch of 
1993 treasury bills consists of “nonmaterial treasury 
bills.” The maturing period is five years and the annual 
interest rate is 15.86 percent. Interest is calculated begin- 
ning | July 1993. Interest is paid on these bills on 1 July 
each year before they mature. After three years, should 
the Ministry of Finance deem necessary, principal may 
be paid off in its entirety along with the interest due in 
the third year. 


To protect the interests of the vast number of investors, 
the Ministry of Finance has decided to apply to three- 
and five-year treasury bills issued in 1992 and the first 
and second batches of bills issued in 1993 regulations 
designed to guarantee the value of renminbi savings 
deposits, with the guarantee taking effect on 11 July 
1993. The guarantee subsidization rate will be calculated 
based on the guarantee subsidization rate announced by 
the People’s Bank at the time the bills are cashed. 


INDUSTRY 


June Industrial Output Value Figures 


HK0807112794 Beijing CEI Database 
in English 8 Jul 94 


[Text] Beijing (CEIS)}—Following is a list showing 
China’s total industrial output value in June 1994, 
released by the State Statistical Bureau: 





























(In 100 million yuan) 
6/93 

Total 3871.39 3274.5 
Including 

Light ind. 1807.72 1514.5 
Heavy ind. 2063.67 1760.0 
State firms 1689.38 1653.9 
Collectively owned 1552.59 1277.7 
Others 629.42 342.9 











Note: The industrial output value is measured in 1990s constant yuan. 
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Light Industrial Output Value by Area in May 
HK2206103094 Beijing CEI Database in English 22 Jun 94 


[Text] Beijing (CEIS)—Following is a list of the light industrial output value by area in China in May 1994 released 
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by the State Statistical Bureau: 

(Unit: 100 millien yean) 
Area 5/34 $/93 Change ever 5/93 (pc) 
Total 1727.18 1401.73 23.2 
Beijing 42.83 32.46 31.9 
Tianjin 36.81 31.01 18.7 
Hebei 55.36 45.96 20.5 
Shanxi 12.47 11.39 9.5 
Inner Mongolia 10.68 10.04 6.4 
Liaoning $2.28 43.79 19.4 
Jilin 23.43 20.46 14.5 
Heilongjiang 27.32 24.49 11.6 
Shanghai 114.31 95.48 19.7 
Jiangsu 274.07 214.08 28.0 
Zhejiang 175.18 133.63 31.1 
Anhui $5.36 44.52 24.3 
Fujian $6.80 45.61 24.5 
Jiangxi 30.22 23.80 27.0 
Shandong 172.06 132.89 29.5 
Henan 65.52 49.65 32.0 
Hubei 65.99 51.89 27.2 
Hunan 37.52 33.68 11.4 
Guangdong 249.97 202.12 23.7 
Guangxi 24.78 22.68 9.3 
Hainan 4.13 3.96 4.3 
Sichuan 68.38 61.98 10.3 
Guizhou 8.50 7.61 11.7 
Yunnan 21.83 19.50 11.9 
Tibet 0.15 
Shaanxi 20.96 18.22 15.0 
Gansu 7.70 7.39 4.2 
Qinghai 1.62 1.59 1.9 
Ningxia 1.66 1.69 -1.8 
Xinjiang 9.29 10.16 8.6 
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Output of Main Chemical Products in May 
HK1706114294 Beijing CEI Database in English 17 Jun 94 
[Text] Beijing (CEIS)—Following is a list of the output of main chemical products in May 1994, released by the State 


Statistical Bureau: 













































































Item Unit 5/94 5/93 
Chemical fiber 10,0001 23.56 18.56 
Sulphuric acid 10,0001 20.61 14.64 
Dense nitric acid 10,000t 2.95 3.92 
Soda ash 10,000t 49.89 45.42 
Caustic soda 10,000t 35.51 35.62 
Ethylene 10,0001 17.65 19.53 
Calcium chloride 10,000t 23.10 21.94 
Pure benzene 10,000t 7.57 8.45 
Synthetic ammonia 10,000 212.39 198.77 
Chemical fertilizer 10,0001 201.98 189.60 
(Nitrogen) 10,0001 149.04 143.94 
(Phosphorous) 10,000t 57.97 48.76 
(Potash) 10,000t 2.23 1.43 
Chemical pesticide 10,000t 3.01 2.92 
Paint 10,000t 9.76 10.13 
Dyestuff 10,000t 1.44 1.61 
Chinese patent medicines 10,0001 2.63 2.08 
Tyre 10,000pc 660.04 $74.32 
Synthetic rubber 10,000t 4.99 3.87 
Film 10,000m 803.40 244 
(Color film) 10,000m 803.40 64 
Plastics 10,000t 31.21 31.01 








Notes: t - ton, pc - piece, m - meter 








Bureau Releases June Textile Output Figures 
HK1307111994 Beijing CEI Database in English 13 Jul 94 


[Text] Beijing (CEIS)—Following is a list of the output of textiles in June 1994, released by the State Statistical Bureau: 












































Item Unit 6/94 6/93 
Yarn 10,0001 46.20 43.15 
Yarn 10,000pc 257.10 240 
Cloth 100m.m 16.80 16.08 
Of:Pure cotton 100m.m 9.52 10.01 
Chemical fiber 100m.m 5.23 4.40 
Silk 10,000t 0.79 0.80 
Silk fabric 100m.m 3.22 2.64 
Woolen fabric 10,000m 2487.13 2269 
Knitting wool 10,0001 2.34 2.10 
Garment 100m.pc 3.73 2.96 





Note: t—ton, pc—piece, m.m—million meter, m.pc—million piece 
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Output of Mechano-Electronic Products in May 
HK1706114494 Beijing CEI Database in English 17 Jun 94 


[Text] Beijing (CEIS)}—Following is a list of the output of China’s major mechano-electronic products in May 1994, 
released by the State Statistical Bureau: 


































































































Item Unit 5/94 5/93 
Power equipment 10,000 kw 135.59 136.61 
AC motor 10,000 kw 479.13 $27.95 
Industrial boiler ton 6153.50 8689.00 
Machine tool 10,000 set 1.77 2.68 
Incheding: 
machine tool set $00.00 1013 
Precision machine tool set 46 90 
Large machine tool set 296 393 
Automobile 10,000 14.65 12.98 
Including: Bus 10,000 1.22 1.14 
Car 10,000 2.60 1.97 
Truck 10,000 7.88 5.95 
Motorbike 10,000 41.11 28.42 
Tractor (20hp/above) 10,000 0.58 0.45 
Small tractor 10,000 12.80 6.82 
Locomotive set 79 83 
Including: Diesel set 60 61 
Steam set 1 2 
Electric set 18 20 
Passenger coach set 198 144 
Freight wagon set 3447 2832 
Internal combustion engine 10,000 kw 1175.23 | 1013.04 
Fishing ship 
Civil steel ship 10,000 ton 18.31 12.34 
Computer set 6 32 
Microcomputer set 9199 8506 
Color CRT 10,000 114.17 73.94 
Program-controlied switchboard 10,000 set 88.72 67.87 
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Industrial Output Value by Area in May 


HK2106103194 Beijing CEI Database in English 21 Jun 94 
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[Text] Beijing (CEIS)—Following is a list showing the industrial output value by area in China in May 1994 released 





































































































by the State Statistical Bureau: 

(Unit: 100 million yuan) 
Area 5/94 5/93 Change over 5/93 (pc) 
National total 3642.58 3022.09 20.5 
Beijing 106.12 86.72 22.4 
Tianjin 85.11 72.68 17.1 
Hebei 130.73 113.68 15.0 
Shanxi 61.85 55.85 10.7 
Inner Mongolia 28.80 27.62 4.3 
Liaoning 194.52 172.86 12.5 
Jilin 75.96 63.18 20.2 
Heilongjiang 84.03 80.54 4.3 
Shanghai 248.79 210.15 18.4 
Jiangsu $37.79 432.68 24.1 
Zhejiang 269.33 210.01 28.2 
Anhui 109.27 86.01 27.0 
Fujian 92.13 74.31 24.0 
Jiangxi 66.67 $3.28 25.1 
Shandong 338.57 267.53 25.9 
Henan 140.85 111.84 25.9 _ 
Hubei 158.26 127.25 24.4 
Hunan 95.53 83.05 15.0 
Guangdong 376.40 300.69 25.2 
Guangxi $5.80 47.18 18.3 
Hainan 6.69 6.28 6.5 
Sichuan 178.99 158.32 13.1 
Guizhou 26.20 23.40 12.0 
Yunnan 43.14 38.36 12.5 
Tibet 0.35 
Shaanxi 57.49 50.51 9.0 
Gansu 35.59 31.16 14.2 
Qinghai 6.54 5.84 12.0 
Ningxia 8.44 8.35 1.1 
Xinjiang 23.36 22.76 2.6 














Note: Industrial output value in 1994 is measured in 1990s constant yvan. 


Foreigners Upset Over Textile Dumping [Text] Textile is one of China’s bulk export commodi- 
94CE0549A Beijing ZHONGGUO FANGZHI BAO ties. For many years, it has earned a large amount of 
in Chinese 27 Apr 94 p 2 foreign exchange for the state. However, following the 

continuous expansion of China’s foreign trade, the anti- 
[Article by Chen Chaozhi (7115 2600 1807): “Increasing dumping activities abroad against our textile are growing 


Anti-Dumping Phenomena Abroad Against China’s every year. This has aroused grave concern of the depart- 
Textile Exports Should Not Be Ignored”) ments concerned. 
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The reasons for the growing anti-dumping activities 
abroad against our textile products are mainly as follows: 


I. The export of our is disorderly. There is a 
of fierce competition among the exporters to cut 


_ As for export channels, a great deal of our products are 

’ exported through border trade. Some of them are also 
exported by individual businessmen who have pur- 
chased the merchandise at a lower price on the tradi- 
tional market through improper tactics. They vie with 
some domestic import and export companies for cus- 
tomers and a share of the market. For products exported 
to Europe and the United States through the aforemen- 
tioned channels, the selling price of a silk dress is only 
US$6 in average, which is equivalent to that of two 
meters of silk fabric. The coordinated price by merchant 
associations in China for a washable close-fitting silk suit 
is US$47.50, but the market price is only US$21 right 
now. Overseas Chinese in Germany and France said that 
it is distressing to see that China’s cloth shoes are being 
sold at the price of a piece of mop cloth abroad. 


Also, some of the enterprises and importers abroad collude 
with each other in signing fake contracts and falsifying 
receipts to obtain tax refund. As a result, individual 
enterprises reap profits, while enterprises or businessmen 
in one province or even several provinces that export this 
type of merchandise suffer the consequences. 


Some other enterprises export their merchandise at a 
lower price in order to fulfill their task of exporting 
goods for earning foreign currency and retain their 
privilege in doing foreign trade business. Some enter- 
prises also make use of this practice as a means of 
advertisement on television, saying that they lose money 
in exports but reap profits in the domestic market and 
that they are using the profits made in the domestic 
market to make up the losses in exports. This kind of 
publicity has objectively created a false impression of 
export dumping. In view of all this, we must rectify the 
order in exporting our textile products. Only by doing so, 
can we fundamentally solve the issue of anti-dumping 
activities against our export merchandise. 


II. More Cases Put on Record As Less Export Units 
and Companies Trying Hard to Cope With Complaints 


Before our textile-exporting enterprises are placed under 
investigation for dumping, they invariably do not take 
active measures to prevent the cases from being put on 
record. For example, the country of importation informs 
our export enterprise that it plans to file anti-dumping 
case. However, the enterprise pays little attention to it 
and still export its products at lower price until the 
country of importation officially files a complaint and 
conducts investigation. Once a file is put on record 
against dumping and an investigation carried out, it is 
difficult to win the case. Only by hiring highly paid 
lawyer will it be possible to lower the countervailing tax. 
Therefore, the enterprises should take preventive measures 
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to prevent any anti-dumping complaint or case from being 
put on record. Once a country of importation complains, 
the enterprise must immediately work with the anti- 
dumping department of the importer or nation of impor- 
tation to prevent the case from being put on record. Half of 
the staff members of the office of the Hong Kong Trade 
Development Bureau stationed in Europe carry out the 
work of tracking the leads and lobbying in order to 
eliminate the anti-dumping issue in the bud. Moreover, the 
exporting enterprises should also adjust their export price 
on time and regulate the amount of their exports to a 
certain sensitive market so as to avoid any anti-dumping 
complaint and case put on record. 


In addition, after a case is filed, some enterprises simply 
refuse to respond, claiming that they no longer need this 
market. The country of importation then makes use of the 
BLA, that is the best known market information, to levy 
the highest counter-vailing tax on our export products. 
Due to the fact that our exporting enterprises do not take 
any action to cope with any complaint, the enterprises in 
the country of importation believe that they have a better 
chance to win their cases. As a result, the number of 
anti-dumping cases is continuously on the rise. 


The reasons as to why the exporting enterprises do not 
actively respond to the complaints are their staff mem- 
bers’ incompetency and lack of knowledge about the 
anti-dumping issue. At times, their accounts cannot 
withstand careful scrutiny. In filling the questionnaires, 
they are unable to prove that they are not dumping their 
products on the market. Therefore, the key to winning 
anti-dumping cases is to help our exporting enterprises 
broaden their knowledge on the anti-dumping issue and 
cite facts to refute foreign complaints on dumping. 


III. Anti-dumping Used by Country of Importation to 
Practice Trade Protectionism 


Anti-dumping is a part of GATT regulations. It is a legal 
means used by the country of importation to prevent the 
imports from flooding its own market. In addition, when 
the country of importation unilaterally raises its tariffs to 
stop dumping of other countries, the latter cannot adopt 
retaliatory measures. GATT regulation on tariff reduction 
stipulates that both sides must reduce taxes. If one side 
refuses to reduce taxes, the other side may take retaliatory 
actions. Now that the Uruguay Round has ended, various 
nations will greatly reduce tariffs and remove non-tariff 
barriers. In order to counteract the impact of the Uruguay 
Round on their own industries, various countries of 
importation are actively adopting anti-dumping measures. 
Particularly prior to China’s re-entry into GATT, many 
countries are worried that China would become a potential 
big trading nation and seriously affect their domestic 
markets. Therefore, they aim their anti-dumping activities 
at China’s textile exports. 


IV. Discriminatory Anti-dumping Measures Adopted by 
Foreign Countries against China 


Regarding China as a nonmarket economic nation, for- 
eign countries use the price quoted by the third nation as 
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a basis to determine dumping. They often look at the 
labor cost and the degree of development made by the 
third nation. Therefore, even if the price of our textile 
products is higher than the actual cost in China, it is still 
lower than the cost in a foreign nation. There always 
exists an evidence for dumping as long as a case is put on 
record, and it can be used as an excuse to levy anti- 
dumping taxes. In addition, using the fact that our 
trading companies are state-owned as an excuse, foreign 
countries impose a unitary anti-dumping tax on China’s 
textile exporting enterprises. Even if our enterprises’s 
export price is high, they will be subject to anti-dumping 
sanctions. China has not yet restored its status as a 
GATT signatory state. Even if foreign countries adopt 
discriminatory measures against China’s textile exports, 
China is unable to file a complain with the GATT 
Anti-dumping Commission. 


In short, all those textile exporting enterprises must 
improve themselves and enhance their abilities to 
promptly cope with anti-dumping complaints. 


Fluctuations in Silk Industry 


94CE0549B Chongqing XINAN JINGJI RIBAO 
in Chinese 22 May 94 p 2 


68 7236) and Huang Xiaohong (7806 2556 4767): 
‘““Cold’ and ‘Heat’ on China’s Silk Fabrics Market”’] 


[Text] China is the largest nation in the production of 
silk fabrics. The silk industry is a typical export-oriented 
industry. The export of silk fabrics plays an extremely 
important role in China’s foreign trade. China’s output 
of natural silk which accounts for over 60 percent of the 
global output and that of the silk fabrics which makes up 
80 percent of the global output are the only products 
which affect the trend and price on the international silk 
market. This favorable situation for China’s silk industry 
makes more people grow silkworms and mulberry trees. 
According to statistics compiled, China now has grown 
more than 15 million mu of mulberry trees and produced 
a total of 500,000-odd tons of silkworm cocoons a year. 
China earns more than US$3 billion of foreign exchange 
by exporting its raw silk and silk fabrics, and its export 
volume of such silk products account for 90 percent and 
40 percent respectively of the total world output. Fol- 
lowing the growth of the amount of exports, the structure 
of China’s silk industry has been notably changed from 
the unitary export of raw materials in the 50’s to the 
multi-item export of raw silk, silk fabrics and other silk 
products at present. The export of deeply processed silk 
products has accounted for more than 50 percent of the 
total export of silk products. China’s export market for 
its silk products has been extended to 102 countries and 
regions in the world. 


However, we should also realize that China’s silk 
industry is not something free of worries. The craze for 
silk which appeared in the world silk market several 
years ago had jacked up the price and created a false 
phenomenon of supply falling short of demand. Various 
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localities throughout the country rushed headlong into 
mass action to develop the silk industry. As a result, the 
entire industry was out of control, and the processing 
capacity exceeded the production of raw material. The 
growth rate of raw silk and silk fabrics exceeded 10 
percent, which was far greater than the average 2 percent 
growth rate of silk cloth in the world. Since the beginning 
of 1993, the heatwave for silk goods begins to cool off. By 
the end of 1993, the entire world silk market became 
sluggish. The dealers impose high demands on the 
quality of silk raw materials such as raw silk and semi- 
finished silk fabrics. The silk industry has a huge stock- 
pile of inventory. The state has laid down a strict 
guideline to manufacture products according to the 
market, place emphasis on production quality and make 
export products more competitive. It has also adopted 
effective measures to strengthen control in the export of 
silk products. As a result, China’s silk industry is able to 
steadily develop itself. However, changes have already 
taken place in the supply and demand on the interna- 
tional silk market. It is a foregone conclusion that the 
supply of silk is greater than demand. It will be difficult 
to reverse this situation within a short period. 


After several years of fluctuations, the international silk 
market has begun to pick up since the first quarter of 
1994. Many foreign businessmen attended the ‘1994 
China (Hong Kong) Silk Trade Fair” and signed a large 
number of contracts with the total amount uf transac- 
tions reaching $210 million. Undoubtedly this serves as 
a “stimulant” to China’s sluggish silk market. As a result, 
China’s domestic silk market immediately booms, and 
the silk rice has sharply increased. As of the end of 
March, ...e price of raw silk rose to approximately 
230,000 yuan per ton, an increase of more than 23 
percent. This situation is quite similar to the craze for 
silk between 1987 and 1988. Due to the fact that China 
plays a monopolistic role in the world silk market, the 
rising price and the chaotic situation in the raw silk 
market have made foreign businessmen panicky and 
worried. 


Has the international silk market come back to life? With 
regard to this issue, a staff member of the China Silk 
Import and Export Corporation pointed out that 
although the price of silk raw materials at home has 
sharply increased, the international silk market remains 
sluggish. Particularly in Europe and Japan where the 
main silk market is, there shows no sign of growth or any 
marked increase in sales. Moreover, the United States 
and the EEC impose a quota on the silk clothing and 
manufactured silk goods exported to these countries by 
China. All this has made products in China’s silk pro- 
cessing industry stockpiling and caused drastic fluctua- 
tions in supply and demand. This has hampered the 
development of China’s silk industry. 


Why is China’s silk market cold in one minute and hot 
the next? According to an analysis conducted by an 
expert, the main reasons are as follows: 
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1. The silkworm cocoon producing provinces in China 
had produced less cocoons in 1993. Raw materials are 
hard to buy, and the inventory drops. This has made the 
price ratio among silkworm cocoon, raw silk, silk fabrics 
and manufactured silk goods irrational. At times, the 
price of raw materials is higher than that of the manu- 
factured silk goods. 


2. The unification of the exchange rates has aroused the 
interests of the businessmen in China’s silk industry. Some 
enterprises which are originally not interested in handling 
export business also rush to buy raw materials to export 
their products while fiercely competing with mainly 
export-oriented enterprises for a share of export business. 
In particular, the rural enterprises and the “Sino-foreign 
joint ventures and cooperative and solely foreign-funded 
enterprises” are flexible in management. When they pur- 
chase raw material, they often jack up prices and cause the 
price of raw materials go up repeatedly. 


3. During the craze for silk, small silk factories had 
blindly expanded. Newly built silk processing enterprises 
had mushroomed. Due to the rapid development in 
production and lack of coordination in the manufacture 
of raw materials, the supply of raw materials falls short 
of demand. 


4. The managers of some enterprises fail to correctly 
understand the reform of the tax system and the price 
reform. They sell their tax deducted merchandise after 
adding their mark-up. This practice has made some raw 
material dealers to use this loophole to rush to purchase 
raw materials in large quantity in order to corner the 
market, thus artificially creating a false phenomenon of 
the supply falling short of demand. 


In short, the aforementioned sign of “overheat’’ in 
China’s silk market is only a false phenomenon which 
has many drawbacks. On the one hand, the price of silk 
sharply rises and thus it leads to the unchecked growth in 
raising silkworms and growing mulberry trees. More- 
over, the development of the silk processing industry is 
also out of control, and factories in this industry compete 
with one another for the raw materials, creating a great 
deal of wastes and the unchecked growth of investment 
in fixed assets. On the other hand, due to the fact that 
there is no actual growing demand on the silk consumer 
market, inventory has finally started to increase with the 
prices sharply going upwards and downwards. All this 
affects the development of the silk industry and harms 
the interests of the silkworm growing farmers. 


In face of this situation, the state has adopted strong 
measures for regulation and control in order to ensure 
the healthy and orderly development of China’s silk 
industry at home and abroad. 


1. Beginning 25 March 1994, the China Silk Import and 
Export Corporation and the 31 silk companies in various 
localities which enjoy the nghts to import and export 
natural silk and semi-finished silk fabrics have adopted 
joint actions to limit the domestic purchase price of raw 
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silk to under 200,000 yuan per ton. They categorically 
refuse to purchase any raw silk above the price. 


2. The State Council has officially announced that the 
China Silk Import and Export Corporation and the 
various provincial and municipal silk companies are the 
ones which have been assigned to purchase the silkworm 
cocoons this year in a unified way. No other units or 
individuals are authorized to wilfully buy cocoons at a 
higher price in order to prevent the outbreak of a “Battle 
for Silkworm Cocoons.” 


3. Macro-control and regulation have been strengthened in 
raising silkworms and producing silk fabrics, and stren- 
uous efforts made in rectifying the situation whereas the 
capability for silk processing far exceeds the production of 
raw material and the rate of growth on the silk consumer 
market. Meanwhile, proper arrangements have been made 
to correct the irrational price ratio among raw silk, silk 
fabrics and manufactured silk products. 


4. Efforts have been made to optimize product mix, 
improve production quality, increase varieties and 
designs, reduce production costs, and help enterprises 
become more competitive in doing export business and 
win the market by quality instead of quantity. While 
expanding their export volume, they are encouraged to 
increase the percentage of deeply processed products in 
their total volume of exports. 


5. Exports through multiple channels have been discour- 
aged and low-priced silk fabrics of inferior quality dealt 
with heavy blows. The low-priced silk fabrics of interior 
quality on the Hong Kong silk market and the efforts made 
by some of the units at home to vie with one another to sell 
their products at a lower price have seriously undermined 
the image of China’s silk industry in exporting their 
products through the main channel. On the European and 
U.S. markets, the price of Chinese silk fabrics is only 
equivalent to that of cotton or synthetic fiber products. 
This has made the foreign silk fabrics factories unhappy. 
They seek to limit the import of Chinese silk fabrics. Our 
relevant department must pay full attention to this situa- 
tion and adopt effective measures to strengthen the control 
over the export of silk fabrics. 


Due to the proper measures taken, the phenomenon of 
‘““overheating” in China’s domestic silk market has been 
basically alleviated. However, we must remain vigilant 
at all times and guard against a new round of “silkworm 
cocoon battle” which may crop up in the forthcoming 
season in collecting and curing cocoons. 


SMALL-SCALE ENTERPRISES 


Zuo Mu on Reform of Collective Enterprises 


94CE0502A Beijing JINGJI RIBAO 
in Chinese 6 May 94 p 5 


[Interview with Zuo Mu (0146 3668), research fellow of 
the State Council Development and Research Center, by 
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reporter Gao Shanggang (7559 0810 4993): “Attach 
Importance to Reforming Urban Collective Enter- 
prises’’} 


[Text] [Reporter] What are some of the issues that you 
are studying now? 


[Zuo] When people talk about enterprise reform, they 
pay more attention to state-owned enterprises. However, 
state-owned enterprises are a part of enterprises under 
the system of public ownership. We should pay attention 
to the other part of enterprises—the urban collective 
enterprises. Right now, there are more than 30 million 
workers in urban collective enterprises, accounting for 
more than a quarter of workers working for public- 
owned enterprises. The new fixed assets of China’s urban 
collective enterprises also make up about one-fifth of all 
the fixed assets of the public-owned enterprises. 
Recently I have been pondering the following question: 
how can we reform our urban collective enterprises in 
depth while we are reforming state-owned enterprises? 


[Reporter] What kind of problems do you think that we 
need to solve immediately to reform urban collective 
enterprises? 


[Zuo] At present, there are significant differences even 
among urban collective enterprises themselves. Gener- 
ally speaking, urban collective industrial and commer- 
cial enterprises that developed in the 1950s, 1960s and 
1970s are more influenced by the traditional economic 
system. They have more old workers and outmoded 
equipment. Right now, most of them are either making 
enough money to maintain operation or operating in the 
red, and some of them are insolvent. The overwhelming 
majority of the new collective enterprises established in 
the 1980s are full of vitality. Most of them are making 
profits. Some of the enterprises that manufacture home 
appliances or other new products pay large amount of 
taxes plus a percentage of profits to the state. However, 
either in the old collective enterprises or the new ones, 
their property rights are not clearly defined and they 
have little decision-making power. Therefore, I believe 
that how to follow the guideline set by the Third Plenary 
Session of the 14th CPC Central Committee, and help 
collective enterprises, both new and old, become modern 
enterprises that meet the market economic requirements 
is one of our pressing topics today. 


[Reporter] In what way should we reform the urban 
collective enterprises? 


[Zuo] At present, workers are not required to bring in 
any equity capital when they first join any collective 
enterprise. Nor are they allowed to bring out any asset 
when they leave. Therefore, after a certain period of 
time, the enterprise will become a “bona vacantia” with 
unknown affiliation. This is different from what market 
economy demands that the enterprise must be an eco- 
nomic entity which clearly defines the property rights, 
makes its decisions independently and assumes full 
responsibilities for its own profits and losses. To ensure 
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that the urban enterprises forsake the present pattern of 
collective ownership has become a common under- 
standing of all the workers of China’s collective enter- 
prises and theoreticians. 


There are many choices for China’s urban collective 
enterprises to change their ownership system. For 
example, the individual proprietary system, the partner- 
ship system and so on. There may also be a mixed form 
of ownership involving various economic sectors. How- 
ever, a relatively better choice for most of the small 
urban collective enterprises would be a cooperative 
system with workers of the enterprises as shareholders. 
Most of these small enterprises are labor-intensive ones. 
They have limited capital, and reap little profits. Only 
when those workers of the enterprises who bring in their 
own equity capital or funds and offer their own labor can 
they share the proceeds and increase their income. There 
are also larger urban collective enterprises with more 
per-capita fixed assets and higher profits. To expand, 
they must go beyond their own enterprise to attract 
outside capital. Meantime, the public is also willing to 
invest in these enterprises. This type of collective enter- 
prises may also develop a shareholding system. How- 
ever, this does not mean that only these relatively larger 
collective enterprises may develop a shareholding 
system. Some processing factories which are closely 
related with agricultural raw materials such as vegetable 
canning factories, tea processing plants, processing 
plants for dairy products, fruit juice factories, reeling 
mills and grey cloth mills can also develop the share- 
holding system. These processing enterprises are closely 
connected with agriculture. Integrating industry with 
agriculture, they may also adopt the cooperative system 
and return a part of their profits to peasants according to 
the volume of business. They share the profits on the 
basis of labor, volume of business and the amount of 
shares. When they have a need to raise funds, they may 
ask the workers of the enterprise or the peasants to 
increase their share. They may also issue enterprise 
debentures or obtain loans from the society. They may 
retain the cooperative system without having to issue 
stocks. These relatively large cooperative enterprises 
which are closely related with agriculture and yield good 
economic returns are helpful to attracting more enter- 
prises to join the cooperative system and helping workers 
to increase their income. 


[Reporter] After the workers painstakingly work for 
many years, China’s urban collective enterprises have 
accumulated a large amount of public assets. In what 
way should we handle such assets? 


[Zuo] In carrying out our reform, our prerequisite is to 
ensure the integrity of the public assets and ensure that 
the collective assets are not lost. 


In carrying out the reform on an experimental basis, 
some of the urban enterprises in China share profits with 
individual workers. Workers cannot bring such profit- 
sharing privilege with them when they leave. This prac- 
tice helps change the inflexible mode of distribution. 
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Workers welcome this method, and more enterprises are 
Carrying Out experiments in this connection. Neverthe- 
less, this does not serve to reform the enterprise owner- 
ship system. On the contrary, this practice makes per- 
sons who have no ownership enjoy the usufruct, while 
the collective which has ownership cannot reap any 
benefit. As a result, it will make the confused equity issue 
even more confusing. 


It seems the correct way is to let individuals become 
shareholders while maintaining the collective share and 
to turn the enterprise into a cooperative economic orga- 
nization with individuals and the collective holding 
shares simultaneously and sharing the profits on the 
basis of the amount of their shares. Compared with 
cooperatives in Western nations, China’s cooperative 
enterprises have additional accumulated public funds 
and some additional collective shares. This is perhaps a 
major special feature. Due to the fact that collective 
shares are workers’ labor investment in the enterprise, 
not private capital outside the enterprise or the cooper- 
ative system. Therefore, this kind of cooperative system 
still conform with the regulations governing all cooper- 
atives in the world. They should still be regarded as a 
form of cooperation among workers. 


The cooperative shareholding system tries to link share- 
holding and cooperation together. Originally the cooper- 
ation among workers and that among workers in capital 
sharing are compatible. However, the term of share- 
holding system or shareholding companies has always 
been specifically referred to cooperation in the field of 
funding. There are international regulations for their 
Operation and standard ways for supervising and con- 
trolling the shareholding system. There is no need for us 
to add the word shareholding in front of the cooperative 
system. We believe that the shareholding cooperative 
system which appeared when we carried out experiments 
in this connection in China was only an transitional 
enterprise system. Most of the enterprises will join the 
cooperative system, while a small number of them will 
join the shareholding system. 


[Reporter] Right now, theoreticians and various depart- 
ments concerned hold some different views on the ques- 
tion whether or not urban collective enterprises should 
do accumulation before distribution or vice versa. What 
is your opinion on this question? 


[Zuo] China’s urban collective enterprises are influenced 
by the traditional socialist pattern. Their policy is to 
emphasize the need to expand public accumulation. 
Those who formulate that policy regard collective enter- 
prises as a transitional economic form. They believe that 
to continuously raise the level of socialist public owner- 
ship and expand public accumulation is a matter of great 
significance, which involves the future of socialism. 
Nevertheless, China, right now, is in the preliminary 
stage of socialism in which various economic sectors 
exist side by side. We not only must expand public 
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accumulation, but also should allow individuals to accu- 
mulate funds. We must let the system of public owner- 
ship play the leading role. We say this from the point of 
view of the entire society. When we talk about the system 
of public ownership in a single enterprise, we must see if 
this system is conducive to developing social produc- 
tivity and rapidly raising workers’ enthusiasm. Labor- 
intensive small urban enterprises usually yield little 
added value. If such enterprises continuously expand 
public accumulation and turn some of their workers’ 
surplus labor into “bona vacantia,” they will certainly 
dampen the workers’ work enthusiasm. This indicates 
that to continuously expand an enterprise’s public accu- 
mulation is not the best way for small urban collective 
enterprises to develop their production. 


When I visited cooperative enterprises in Western 
Europe, I especially noted a method of distribution 
before accumulation. For example, farm produce pro- 
cessing enterprises distribute the revenue from goods 
sold to the members according to the latter’s amount of 
investment and volume of business. When they need to 
expand reproduction, they will try to raise funds among 
the members or borrow money from the bank. I believe 
that the advantages for cooperative enterprises to use the 
method of distribution before accumulation are as fol- 
lows: 


1. If the revenue is basically distributed to each workers 
first, it will help increase their income rapidly. 


2. When the workers buy more shares with a part of their 
income, the assets thus accumulated are registered under 
their names, and their property rights are clearly defined. 
When they leave the enterprise, they may bring their 
assets with them. When newcomers join the enterprise, 
they must bring in their own funds. Thus, some of the 
public accumulation will not become “bona vacantia.” 
This will help enterprises change the way they operate 
and heighten workers’ work enthusiasm. 


3. When enterprises allot the distributable revenue to 
workers, they can prevent those who love to arbitrarily 
demand money or free labor services from workers, 
embezzle, spend and take more than one’s share, and 
indiscriminately transfer public properties from carrying 
out their illegal activities. Therefore, in working out 
regulations for the new cooperative system, we hope that 
we will be able to eliminate the type of outmoded 
regulations such as “‘it is necessary to put aside public 
accumulation” and “the ratio of public accumulation 
must be greater than funds distributed.” 


[Reporter] What is the cooperative system in essence? 


[Zuo] The cooperative system is one of workers’ indi- 
vidual ownership in a business establishment. However, 
it involves cooperative management and mutual assis- 
tance and the principle of “to each according to his 
work.” Therefore, the cooperative system has socialist 
elements and the characteristics of being semi-public and 
semi-private. Small enterprises with limited productive 
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forces are suitable in developing themselves into this 
kind of small cooperative enterprises of a semi-socialist 
nature. The cooperative system can be developed among 
urban collective enterprises. Even some small state- 
owned enterprises should also turn their system of state 
ownership into the cooperative system. 


FOREIGN TRADE, INVESTMENT 


Article Reports Changes in Trade With SRV 
94CE0S48B Chongging XINAN JINGJI RIBAO 
in Chinese 1 Jun 94 p 2 


[Article by Wei Lihua (7279 7787 5478): “‘Rapid 
Changes in Sino-Vietnamese Trade Caused by Major 
Market Changes in Vietnam, Its Adjustment of Trade 
Policy Toward China and China’s Enactment of New 
Taxation System™] 


[Text] Since the restoration of the Sino-Vietnamese 
trade in the 80's, trading business between the two 
countries has always been mainly carried out in the form 
of border trade using unofficial open ports and market 
trade points as main channels for imports and exports, 
and goods for trading are mainly agricultural, sideline 
and native products, marine products. farm machinery, 
building materials, chemicals, hardware, food and grain. 
However. as seen from the situation in border trade in 
Guangxi’s Pingxiang City between January and April 
this year, this pattern of trade is rapidly changing. 


—The volume of business in border trade has decreased, 
while the volume of general trade sharply increased. 
According to statistics compiled by the Bureau of 
Border Trade in Pingxiang City, the total volume of 
border trade at various ports and market trade points 
in Pingxiang City between January and April this year 
was 182.6 million yuan, a drop of 38 percent over the 
same period in 1993. The statistics compiled by the 
Pingxiang Customs revealed that the total volume of 
general trade through the Youyiguan Pass between 
January and April 1994 was 63.86 million yuan, 
nearly the sum of the total volume of business in 
general trade for the entire vear of 1993. The rate of 
growth was relatively larger. 


—Changes have taken place in the pattern of channels 
for the export and import of goods in border trade. 
The total volume of imports and exports in border 
trade through the ports and market trade points in 
Pingxiang City was 767 million yuan in 1993, of which 
that through the Youyiguan Pass totaled 180 million 
yuan, accounting for 23 percent of the total volume. 
However. the total volume of border trade through the 
Youyiguan Pass between January and April this year 
was 64.23 million yuan, accounting for 35 percent of 
the total volume of border trade during the same 
period in the entire city, an increase of 12 percent. 
That reflects a trend that goods for border trade are 
mainly passing through official open ports. 


JPRS-CAR-94-041 
26 July 1994 


—Changes have taken place in the import and export 
commodity mix for the border trade. The volume of 
bulk trade of traditional import and export commod- 
ities dropped between January and April this year, as 
compared with the same period in 1993. The imports 
of marine products declined in an overall manner, of 
which that of squids dropped 50 percent and that of 
cuttlefish fell 34 percent. As for agricultural and 
sideline products, the rate of descent for mango was 
the highest. It plummeted 77 percent. Moreover, the 
quality was also poor in general. With the exception of 
beer and flour which witnessed a growth, other tradi- 
tional bulk export commodities such as piece goods, 
hardware, electric fans, bicycles and others dropped 
within the range of 30 to 60 percent, while construc- 
tion materials and fruits gradually became major 
export merchandise. 


An analysis revealed that the main reasons which led to 
the aforementioned changes in the Sino-Vietnamese 
trade are as follows: 


1. Tremendous changes have occurred in the Vietnamese 
market. First of all, there is a notable change in domestic 
demand in Vietnam. Since the beginning of 1993, Viet- 
namese enterprises have reformed their shareholding 
system, while shareholding enterprises have attached 
importance to importing equipment, capital and tech- 
nologies. Moreover, Vietnam’s structure of demand for 
China’s merchandise has shifted from the original rela- 
tively large quantity of small articles of daily use, metal 
fittings, consumer goods of everyday use and means of 
production for farming to construction materials, 
building machinery, production equipment or produc- 
tion lines for building materials and light industrial 
products. China’s response to Vietnam’s demand shift is 
slow. The Chinese side can hardly keep up with such a 
shift. This is one of the reasons for the decrease in the 
volume of border trade and the increase in the volume of 
general trade. In addition, the amount of Vietnamese 
export commodities for border trade has receded. In the 
past year, funds and products from the Western and 
Southeastern Asian nations have entered Vietnam in 
large quantity. Marine products of high-quality and 
agricultural and sideline products in Vietnam have been 
either exported or used for self-balancing foreign trade. 
As a result, the marine products and agricultural and 
sideline products used for Sino- Vietnamese border trade 
are lower in quality, and reduced in quantity. 


2. Changes have occurred in Vietnam’s trade policy with 
China. Due to the fact that some sham and shoddy 
Chinese merchandise has entered the Vietnamese 
market through border trading channels, Vietnam has 
adopted the policy of curbing the border trading in 
support of international trading. It has drawn up prefer- 
ential tariffs, and guided import and export goods to go 
through those open ports officially announced by the 
state. It has also asked its state-run companies to try their 
best to do business with China in the form of interna- 
tional trade. 
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Trade Strategy for South Africa Described 


94CE0526A Beijing GUOJI MAOYI [INTERTRADE] 
in Chinese No 4, 15 Apr 94 pp 29-33 


[Article by Liao Bingcai (1675 3521 2088), affiliated 
with the Ministry of Foreign Trade and Economic Coop- 
eration’s International Trade Research Institute: “The 
Current State of China and South Africa’s Mutually 
Complementary Commodity Economies’’} 


[Text] As the South African authorities were pursuing a 
policy of racial discrimination, China broke off all direct 
business and trade relations with South Africa in July 
1960. But since the late 1980s, the domestic situation in 
South Africa has undergone a positive change, with the 
international society gradually easing its economic sanc- 
tions against South Africa, and certain Chinese business 
and trade enterprises conducting orderly business deal- 
ings with their South African counterparts, as well as 
instituting certain business and trade cooperation, which 
has grown quickly 1n the last year or two. 


1. Dealings between business and trade groups are up. 
Quite a few Chinese provinces and cities, as well as some 
large and midsize enterprises with foreign trade oper- 
ating rights, have sent groups to South Africa to promote 
commodity sales and to study markets and the invest- 
ment climate. And South African industrial and com- 
mercial figures have also come to China in varying 
capacities to take part in the Guangzhou Export Com- 
modities Fair, hold trade talks, and study investment- 
cooperation projects. Incomplete statistics for 1992 
show that over 500 South African business and trade 
figures visited China. 


2. Exhibitions are being held. From 19-25 April 1993, 
the China Trade Promotion Association held a China 
trade exhibition in Johannesburg South Africa, in which 
more than 100 enterprises and companies took part, 
clinching deals and signing contracts worth over $10 
million. And from 8-12 October 1993, the China Foreign 
Business and Trade Advisory Corp held a Chinese com- 
modity exhibition in Johannesbury, in which 80 compa- 
nies participated, clinching deals and signing contracts 
worth about $10 million. South Africa also held in 
August 1993 in Shanghai a mining technology and equip- 
ment exhibition. And the South African Times Media 
Corp and the China Foreign Business and Trade Advi- 
sory Corp held in March 1994 in Beijing a larger-scale 
comprehensive exhibition, showing South African prod- 
ucts and technologies. 


3. Bilateral trade is up. Chinese customs data show that 
in 1991, bilateral trade amounted to only $14.65 million, 
including Chinese exports worth $1.82 million, and 
imports worth $12.83 million; in 1992, bilateral trade 
amounted to $244 million, with Chinese exports of 
$88.84 million, and imports of $155 million; by 1993, 
bilateral trade had reached $658 rnillion, involving Chi- 
nese exports of $246 million, and imports of $412 
million, making South Africa China's largest African 
trading partner. 


ECONOMIC 31 


China’s major export commodities [to South Africa] are 
grain and edible oil products (soybeans, peanuts, and 
cottonseed cake), metal goods (magnesium and alumi- 
num), industrial chemical products (paraffin wax), and 
machinery and electronic products (machine tools, TVs, 
and parts). Our major import commodities are minerals 
(iron ore and sand, manganese, and chromium), tobacco, 
fleece, metal products (unrefined gold and copper), and 
auto parts. 


4. Mutual cooperation has begun to take off. A number 
of Chinese international economic and technical coop- 
eration companies have signed labor contracts with 
South Africa. By the end of 1992, China had exported 
workers 211 times, for contract amounts reaching $4.64 
million, of which $920,000 was completed. 


5. Investment in plant-building has begun. Almost 10 
enterprises have won permission to establish projects, 
with three having formally done so. A Chinese-owned 
enterprise, the “Great Wall Trade Center,” officially 
began operation in Johannesburg in March 1993, now 
having 14 fully-owned subsidiaries engaged in business 
and trade operations, such as import trade, S&T coop- 
eration, project contracting, and labor cooperation. 


On 28 October 1993, a Chinese Ministry of Foreign 
Trade and Economic Cooperation [MOFTEC] press 
spokesman announced that: “MOFTEC welcomes the 
significant headway made by South Africa in peaceful 
progress, having decided to resume the business and 
trade relations with South Africa that were broken off in 
July 1960, with MOFTEC actively promoting direct 
trade dealings and business and trade cooperation 
between Chinese business and trade enterprises and their 
South African counterparts.” This shows that the busi- 
ness and trade cooperation between China and South 
Africa has begun to enter a new phase. 


Foreign trade holds a key position in South Africa’s 
national economy. In 1991, its gross foreign trade value 
was $41.2 billion, making up 28.3 percent of its GDP. 
This included exports worth $24.7 billion, or 60 percent 
of its foreign trade and 23 percent of its GDP, and 
imports worth $16.5 billion. Its 1992 imports were $17.5 
billion. South Africa exports mostly primary agricultural 
and mineral products, importing mainly finished goods. 
In 1991, of its export commodities, gold, unrefined 
metal, and minerals made up about 40 percent, with 
farm products making up approximately 9 percent; of its 
import commodities, machinery, transport equipment, 
and industrial chemical products accounted for nearly 
50 percent. 


Due to this commodity-trade mix, China and South 
Africa obviously have mutually complementary com- 
modity economies. In short, many commoditis on both 
sides have broad markets on the other. That China and 
South Africa made such rapid progress in 1992 before 
they had formally resumed economic and trade rela- 
tions, shows the mutual complementarity of both side’s 
commodities on the other side’s markets. 
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The clothing and textile market. At present, Chinese 
clothing and textiles have comparative advantages in 
exports to South Africa. 1. China has relatively cheap 
labor costs. While the wages of employees in China’s 
textile and clothing industries have gone up sharply in 
the last 2 years, weakening this advantage somewhat, 
even faster wage increases have continued to weaken the 
product competitiveness of textile exports to South 
Africa by Taiwan Province, South Korea, Hong Kong, 
and the ASEAN countries, leaving China still with the 
advantage. Data from the Wenernuo International Busi- 
ness-Advisory Corp show that while China’s hourly 
textile-labor costs had risen from $0.23 in the spring of 
1985 to $0.40 by the spring of 1989, during the same 
period hourly labor costs in Taiwan Province, South 
Korea, and Hong Kong rose respectively from $2.09, 
$1.71, and $1.93 to respectively $3.56, $2.87, and $2.44, 
up respectively 70 percent, 62 percent, and 26 percent. 2. 
Chinese clothing styles and manufacturing technologies 
are competitive on South African markets. The popular 
styles on South African markets are generally behind 
those of European and U.S. markets, as well as those of 
Chinese markets. For instance, the washed shirts that are 
almost out of style in China just began to be marketed in 
South Africa in 1993, with the projection being that they 
will begin to become popular there only by 1994. 3. As 
the South African market is composed mostly of blacks, 
this provides ample ground for medium- and low-grade 
Chinese clothing. 


South Africa in 1992 exported all types of clothing 
textiles, yarn, and thread worth 1.804 billion rand, or 
$601 million. Meanwhile, it imported these commodi- 
ties worth 2.437 billion rand, or $812 million, making it 
a net textile importer. Chinese customs data for 1992 
show that Chinese exports to South Africa of all types of 
textiles and clothing amounted to about $4 million, or 
4.5 percent of all Chinese exports to South Africa, with 
the most staple exports being cotton knitted or crocheted 
T shirts, undershirts, and singlets, worth $1.79 million. 
As our current textiles and clothing do not meet South 
African market needs, we need to aim at the whites 
market, meaning that we will have to further improve 
our textiles and clothing quality. We need to bring into 
as full play as possible the advantages of large state 
enterprises and joint ventures, conscientiously raising 
quality and improving our variety of designs and colors. 


It is worth noting that the world’s final consumption 
market for fibers will undergo a structural change in the 
1990s, with the world’s final consumption market for 
fibers being in the three areas of clothing, household 
articles (including interior decoration articles), and man- 
ufactured goods. While fibers used to be used mostly for 
clothing, as living standards have gone up and S&T have 
advanced, their household consumption has gone up 
sharply, with the growth order of final consumption 
markets for fibers in industrially developed countries 
being an ever lower ratio of clothing, and an ever 
growing one of household articles and manufactured 
goods. The ratio of these three major final consumption 
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uses for textile chemical fibers is now 4 : 4: 2 in the 
United States, and 5 : 3 : 2 in the EU countries, where 
clothing still makes up over 50 percent. But it is pro- 
jected that in the 1990s, European and other Western 
industrialized nations will develop in the direction of the 
U.S. consumption model, further shrinking the clothing 
consumption ratio, with South Africa being no excep- 
tion. South Africa is a scenic place, particularly where 
whites and other coloreds live, with a fine environment, 
spacious and well-lit homes, harmonious furniture lay- 
outs, and a clearly rising need for household textile 
decoration articles matched to the whole environment, 
such as curtains, tablecloths, sofa cushions, and decora- 
tive textiles. Certain large South African supermarkets 
and specialized household textile shops are always full of 
customers, with demand not only for large quantity, but 
also for great variety. For instance, in one large Indian- 
run shop in Johannesburg, the curtain-sale layout occu- 
pies a large space and a conspicuous position, with a 
large variety of curtain designs and colors, both purely 
Western and Oriental styles, as well as mixed Western- 
Oriental styles everywhere. Moreover, there are purely 
cotton, purely chemical fiber, purely gunnycloth, and 
blended fabrics, with almost everything that one would 
expect to find. When we go as guests to our South 
African customers’ homes, our first impression is often 
one of richly appealing curtains and other textile deco- 
rations. 


Another Chinese advantage in breaking into the South 
African textile and clothing market is China’s possession 
of rare plant fibers, the most important of which are raw 
silk and ramie. South African consumers see Chinese silk 
fabrics and clothing as extremely high-quality articles. 
When our small trade groups visit South Africa and at 
times present our customers with certain minor textile 
gifts, such as silk scarfs, our customers cannot bear to use 
them, treating them as precious gifts presented to valu- 
able customers or as collectibles. As blended-fabric 
clothing made of China’s characteristic plant fibers of 
ramie combined with cotton or silk or wool are brilliant 
and trim and of unusual bearing, provided we promote 
them well, they will certainly be recognized by South 
African consumers. In 1992, South Africa imported silk 
and silk fabrics worth 38.15 million rand (about $12.72 
million). While these were mainly machine-spun silk 
fabrics, worth about $12.67 million, most of them were 
not imported from China. So we still need to do earnest 
sales-promotion work, as these textiles and clothing have 
a great market potential in South Africa. 


The industrial chemicals market. While South Africa can 
produce and export a variety of industrial chemicals, 
with exports at 1.896 billion rand in 1990 and up to 
2.304 billion rand by 1991, its imports far exceed its 
exports, with imports at 4.778 billion rand in 1990 and 
up even more to 5.399 billion rand by 1991. South 
Africa’s key industrial-chemical export markets are in 
developed countries, which accounted for 62.6 percent 
of South Africa’s industrial-chemical exports in 1988. 
The biggest importer is Japan, with Canada and the US. 
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next, with imports by these three countries making up 
10.6 percent of South African exports. South Africa 
imports industrial chemicals mainly from Western 
Europe, with such imports in 1988 accounting for 73.5 
percent of its gross imports, while developing countries 
and regions make up only 5 percent of its gross imports. 


China’s industrial-chemical imports from South Africa 
in 1992 were mainly plastics raw materials, such as 626 
tons of primary-form polypropylene worth $410,000, 
and 423 tons of PVC worth $310,000. Chinese exports of 
industrial chemicals to South Africa are very few, with 
exports of only 12,300 tons of paraffin wax worth $5.14 
million, and 475 tons of citric acid worth $470,000, 
considered our staple exports, but almost nothing else. 


The world industriai-chemicals market will undoubedly 
continue to expand in the 1990s, with the growth of 
industrial-chemicals consumption by the world’s five 
[sic] largest industrial-chemicals consumption industries 
of autos, papermaking, textiles, and electronics con- 
tinuing to drive the future growth of the world industrial- 
chemicals market. As these five industrial-chemicals 
consumption industries are South Africa’s future indus- 
trial development priority, it can be predicted that the 
demand for industrial chemicals on South African mar- 
kets will continue to grow at a faster pace, with imports 
likely to grow faster than domestic production. China 
has favorable terms for expanding petrochemical 
exports, first being China’s oil production, and second 
our steadily growing refining capacity. Particularly once 
our ethylene installations in places, such as Dagqing, 
Qilu, Yangzi, and Jinshan, are put into production, our 
petrochemical products will increase, bringing a corre- 
sponding increase to our petrochemical exports. So as to 
resources and markets, China is fully capable of 
exploiting the fine opportunity to break into the South 
African petrochemicals market with primary industrial 
chemicals, such as rubber goods, plastic goods, pesti- 
cides, drug raw materials, synthetic ammonia, dyes, and 
pure acids [sic]. 


Fine chemical products also have a great future in South 
Africa. This refers mostly to cosmetics. The South 
African market has a great demand for cosmetics, with 
the ones we see on South African store shelves coming 
mostly from Western Europe. China has abundant cos- 
metics-export resources, with cosmetics being the only 
area not affected by the market slump in almost all of our 
industries a few years ago. China also has another 
advantage in cosmetics exports to South Africa. Tradi- 
tional Chinese pharmacology and medicine is a great 
treasure, from which we have developed China’s distinc- 
tive and quality skin-care cosmetics, which natural cos- 
metics are better than purely chemical ones, so are very 
likely to be welcomed by South African whites and other 
high-income strata. On South African markets at 
present, it is very rare to see Chinese-made skin- and 
hair-care products and rinses, with nutritional, medic- 
inal, and cosmetological cosmetics in particular essen- 
tially absent. 


ECONOMIC 33 


The medicine and health [fitness] market. At present, 65 
percent of the medical equipment and articles used in 
South Africa are imports. As South African hospitals are 
distributed unevenly and incomes are rising gradually, 
the demand for medical equipment is going to grow 
steadily. Meanwhile, as the number of clinics will 
increase steadily, this is very likely to cause a supply 
shortage of South African-made medical equipment and 
single-use articles, thus resulting in help being sought 
from the international market. South African busi- 
nessmen report that the medical equipment with the 
greater export potential to South Africa are ones, such as 
heart disease diagnostic equipment, TB diagnostic 
equipment, electrotherapy instruments, and examina- 
tion instruments. Other ordinary medical equipment, 
such as single-use [disposable] syringes, bandages, and 
gauze, are also in great demand. Most drugs in South 
Africa have to be imported to meet domestic demand. In 
1992, South Africa imported all types of medical appa- 
ratus and instruments worth 632 million rand ($210 
million). 


It merits attention that South Africa has | million 
Asians. While most of them are from India, Chinese and 
their offspring make up a certain amount, being mostly 
from Taiwan Province and Southeast Asia. Many of 
them still stick to the traditional Chinese form of treating 
disease, or the use of Chinese medicine. In Chinese-run 
stores, the shelves are always filled with Chinese medi- 
cines, most of which are imported from Taiwan. But in 
fact, their original source remains the Chinese mainland, 
with Taiwanese merchants at times repackaging these 
drugs, but sometimes actually putting them on the 
shelves for sale with their original seals intact. So it 
should be said that we need to seize the opportunity, 
employing reliable sales channels, to give Chinese med- 
icine growth prospects in South Africa. 


Another South African market with growth potential is 
the health fitness market. While high-income South 
Africans pay great attention to physical fitness, almost 
no fitness products are made locally. As to health fouds 
and drugs, high-income South Africans pay great atten- 
tion to those made from natural raw materials. Certain 
Chinese health foods are beginning to be welcomed by 
South Africans. In fruit tea for instance, the South 
Africans who have come to China in recent years to 
investigate, travel, and conduct business especially like 
Chinese fruit tea made from all natural fruit juices. The 
assistant director of South Africa’s Chinese Studies 
Center in China, Mr. Mudi, says that “every time I 
entertain South Africans visiting China, I always recom- 
mend to them the fruit tea on the dining table.” As China 
has a multitude of plant varieties, with many natural 
beverage resources that can be developed, as long as the 
beverage resources that we develop are suited to South 
African tastes, there is a great possibility of success. 


The light industry and handicraft market. South Africa's 
light industry and handicraft market is quite large, with 
products involving all daily living needs. In 1992, South 
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Africa imported mainly light industrial products, such as 
ceramics, glass and its products, timepieces, shoes, hats, 
umbrellas, furniture, artificial flowers, boxes and bags, 
eyeglasses, cameras, and TVs, worth 1.5 billion rand 
(about $500 million). Light industrial and handicraft 
products have very bright prospects on South African 
markets. At present, the abovementioned products alone 
account for nearly 3 percent of South Africa’s gross 
imports. The light industrial and handicraft products 
with the larger demand on South African markets are 
ones, such as ceramics, thatch and wicker products, 
fireworks, timepieces, jewelry, household hardware, 
locks, hand tools, glass products, batteries, hats, gloves, 
coir brushes, sports clothing, footwear, boxes and bags, 
rugs, furniture, toys, stainless steel tableware and house- 
hold utensils, aluminum products, enamel products, 
paper products, umbrellas, artificial flowers, plastic 
products, leather goods, electric fans, washing machines, 
sewing machines, TVs, acoustics equipment, other 
household appliances, lamps, stationery, cultural and 
educational articles, sporting goods, gym articles, tourist 
articles, fishing nets and tackle, gardening ceramics, 
sanitation and cleaning tools, kitchen equipment, inte- 
rior decoration materials, baby carriages and walkers, 
eyeglasses, holiday gifts, and sundry articles of 
everyday use. 


As to these key light industrial and handicraft products, 
except for a few varieties of Chinese exports to South 
Africa with a certain volume, the rest are insignificant or 
absent. In fact, China’s light industrial goods are quite 
suited to South African market needs. For instance, as to 
the electronic quartz watches on the South African 
market, while they appear to be Hong Kong-supplied, 
most of them are made by Sino-HK joint-venture facio- 
ries, with 94 percent of the electronic watches exported 
to South Africa by Hong Kong in 1991 being made on 
the Chinese mainland. Moreover in South Africa, goods, 
such as cheap radios, small cheap VCRs, and low-price 
acoustics, are all hotsellers among blacks. While black- 
and-white TVs are obsolete in China, they are still on the 
rise in South Africa, with 14-inch black-and-white TVs 
very well-received in South Africa, retailing there at 
about 300 rand each. As for recording equipment, South 
African blacks like large and loud ones. As for ceramics, 
South African markets have a huge demand for ones, 
such as construction-use porcelain bricks, paving bricks, 
and architectural decorations, sanitation and cleaning 
washbasins, bathtubs, flush toilets, and water tanks, 
china tableware, kitchen equipment, ceramic tableware, 
and experimental, chemical, or other technical ceramics. 
So as long as we can find the right importers or whole- 
salers, our light industrial, handicraft, and electronic 
products are fully capable of breaking directly into the 
South African market. 


The machinery and electronics market. South Africa’s 
machinery and electronics market has broad prospects. 
This is because in many machinery and electronics 
fields, South Africa does not produce or output is 
severely short, while domestic demand is quite strong, 
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requiring large imports. In 1992, South Africa imported 
all types of machinery and electronics plus parts worth 
21.63 billion rand ($7.21 billion), or 41 percent of its 
gross imports that year. Chinese machinery and elec- 
tronics have undergone years of development to now 
have a certain initial competitiveness. Since the 1980s, 
China’s machinery and electronics export markets and 
export products have experienced certain new changes. 
As to export markets, China has begun to switch from 
our traditional Hong Kong, Macao, and Southeast Asian 
markets to the North American and Western European 
ones; as to export product mix and category, China has 
expanded from ordinary metal products to office 
machinery, communications equipment, and automo- 
biles. These features show that Chinese machinery and 
electronics have the opportunity and capability of 
breaking into South African markets. 


Due to South Africa’s dual market makeup of whites and 
blacks, there is also clearly a dual demand for machinery 
and electronics, in which technology-intensive ones sell 
well in South Africa, while the demand for labor- 
intensive ones is even greater. In detail, the following 
machinery and electronics have great potential in 
breaking into the South African market: industrial and 
agricultural tools, tractors, diesel engines, fasteners, bicy- 
cles and parts, hardware goods, storage batteries, 
grinding tools and patterns, electronic components, 
audio-video equipment and household appliances, 
machine tools and implements, electrical machinery, 
bearings, and ordinary sets of equipment. 


It needs noted that for machinery and electronics to 
break into and keep South African markets, effective 
post-sales service is essential. This means that we need to 
put a lot of energy into setting up service shops at our key 
South African sales sites, to be specially charged with 
maintenance [repair] and parts supply. 


The farm and sideline product market. While South 
Africa exports large amounts of farm and sideline prod- 
ucts each year, whose export value in 1992 reached 5.07 
billion rand ($1.69 billion), it is also a farm and sideline 
product importer. In 1992, it imported all types of farm 
and sideline products worth 4.62 billion rand ($1.54 
billion), or 7 percent of its gross imports. Of its 1992 
imports of farm and sideline products, the largest quan- 
tity was vegetable products worth 2.57 billion rand ($860 
million), with food, beverages, and tobacco next at 1.138 
billion rand ($380 million). In 1992, China’s major farm 
and sideline product import from South Africa was 
frozen fish, while our major export to South Africa was 
soybeans. As South Africa’s crop varieties are few, it has 
to import many farm and sideline products and their 
finished goods. 


As to South Africa’s current conditions, Chinese farm 
and sideline products and their finished goods can 
acquire South African markets in the following areas. 


As to ones, such as rare miscellaneous beans and minor 
food grains other than wheat and rice, while most of such 
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commodities sold on South African markets are 
imported, we cannot rush headlong into exporting to 
South Africa. Generally, premised on normal supply and 
demand, when market demand for commodity quality is 
high, prices are higher and quantities larger, but when 
prices fall, it is harder to sell. The high quality-demand 
standards are pure varieties, standardized specifications, 
and absolutely no adulteration with odd matter, such as 
sand or grit. South Africa imports every year large 
amounts of (husked) rice, with both Australia and Paki- 
stan exporting rice to South Africa, and South Africa’s 
requirement for imported rice being that the the crush 
rate is not to exceed 20 percent. South Africa also has 
large demand for goods, such as oil-bearing crop seeds, 
oil-bearing crops, and tea. While our current exports to 
South Africa of oil-bearing crops and seeds are mainly 
shelled peanuts and cotton seeds, we could publicize the 
advantage of soybeans as a source of food oil. As the tea 
sold on South African markets is mainly to the British 
taste, we need to make Chinese tea taste and quality 
suitable to break it into the South African market. 
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Beverage demand in South Africa is growing, with fruit 
juices selling well there with ever-growing demand, and 
orange and apple juice having broad market prospects. 
China has rich natural resources, with many fruit vari- 
eties, such as wild fruits and plants, that can be devel- 
oped into natural beverages. 


As to native specialties, many Chinese nuts can be sold 
on South African markets, such as Chinese chestnuts, 
walnuts, and pine nuts, particularly Chinese chestnuts. 
Processed foods refer mainly to grain products, meat 
products, dairy products, all types of canned foods, dried 
fruits and nuts, candied fruit, and seasonings. While 
such foods sell well in South Africa, South Africa 
demands quality guarantees for food in line with health 
standards, putting strict restrictions on foods containing 
lead, zinc, or pesticide residues. Processed foods on 
South African markets, just as in other developed 
nations, are tending toward more diversification, stan- 
dardization, ready-made, and convenience. 





Table 1. Major Chinese Imports from South Africa in 1992 






















































































Name Quantity (Tons) Amount of Money ($10,000) 
Total 15,5368 
Unnamed Frozen Fish 2.093 142 
Unsintered Iron Ore and Sand and Their Concentrates 22.95 Million 6,422 
Sintered Iron Ore and Sand and Their Concentrates 42,989 134 
Manganese Ore and Sand and Their Concentrates 10,500 161 
Carbon Tetrachloride 497 19 
Primary-Form Polythylene 686 47 
Primary-Form Polypropylene 626 41 
PVC 423 31 
Fleece and Other Combed Sheep's Wool 151 80 
Building Stone and Products 3,353 88 
Nonindustrial Diamonds (Grams) 1,647 21 
Simply Processed or Unprocessed Gems and Semiprecious Stones 43 1 
Gold Dust (Grams) 12,014 10 
Other Unforged Gold (Non-Currency Use) (Grams) 445,912 348 
Other Semi-Refined Gold (Non-Currency Use) (Grams) 2.56 Million 2,144 
Other Semirefined Patinum (Grams) 6,939 5 
Gold Jewelry and Parts 38,793 30 
Other Rare Metal Jewelry 14 
Iron or Nonmetallic Steel Rolled Plate 690 25 
Cold-Rolled Stainless Steel Rolled Plate 310 49 
Unrefined Copper 2,159 661 
Steel Scrap 625 120 
Unforged Nonalloy Aluminum 1,497 213 
Sedans with Complete Sets of Parts 3,610 Sets 4,001 
(Exhaust Volume from 1,500 to 3,000 Milliliters) 








Data Source: Chinese Customs Statistics 
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Table 2. Majer Chinese Exports to South Africa in 1992 
Name Quantity (Tens) Amount of Meney ($16,000) 
Total 8,884.4 
Natural Honey 34 3 
Kidney Beans 115,550 3,914 
Shelled Peanuts 8,198 459 
Cottonseed Cake 11,649 108 
Flue-Cured Tobacco with Stalks 663 229 
Cigarettes (1,000) 240 2,619 
Sintered Magnesia and Other Oxidized Magnesium 8,707 107 
Aluminum Ore and Sand and Their Concentrates 80,052 51 
Chromium Ore and Sand and Their Concentrates 35,853 330 
Paraffin Wax 12,293 $14 
Citric Acid 475 47 
Leather Handbags, Small Handbags, and Briefcases (Pieces) 63,468 12 
Plastic Suitcases, Small Handbags, and Briefcases (Pieces) 310,000 39 
Unnamed Wood Products 123 9 
Printed Machine-Made Plain Cloth 800,000 M 51 
Cotton-Made Unnamed Knit Goods 234 78 
Cotton-Made Knitted or Crotcheted T-Shirts and Undershirts 170,000 Pieces 179 
Woolen Men's Everyday Clothing 59 
Cotton-Made Men's Trousers 90,000 Pieces 30 
Steel Rails 105 7 
Stainless Steel Household Tableware 1,071 46 
Padlocks and Parts (Millions) 11,954 45 
Automatic Washing Machines (Machines) 1,830 16 
Sewing Machines (Machines) 8,510 26 
Wireless Recording (Playing) Composites Over 70,000 Pieces 56 
Color TVs with Complete Sets of Parts 17,000 Sets 250 
Picture Tube [CRT] Screens from 10 to 42 Cm Over 80,000 Pieces 347 
eaten or Other Single-Color TVs with Complete Sets of 5.19 Million 212 
a 
Stuffed Animal Toys 20 








Data Source: Chinese Customs Statistics 








Thai Firms Choose Guangxi for Investment 


94CE0548A Beijing JINGJI RIBAO [ECONOMIC 
DAILY] in Chinese 17 May 94 p 1 


[Article by reporter Li Hongbo (2621 3163 3134): “New 
Trend of Foreign Investments Moving Westward; Eight 
Major Thai Enterprises Join Forces To Invest in 
Guangxi” 


[Text] Eight large Thai enterprises led by the Thai 
Huishang [name as transliterated 0565 0794] Group are 
joining their forces to invest in China’s Guangxi on a 
large scale. A total of 18 projects with an aggregate 
investment of US$1.8 billion are in development. The 
first batch of projects have gone into operation during 


the first four months this year. This news was revealed to 
our reporter by Dr. Aolan [name as transliterated 1159 
5695], President of the Huishang Bank, a Thai Royal 
Bank in Bangkok not long ago. This indicates that under 
the new situation in reform and opening up in China, the 
trend is becoming more obvious that foreign investment 
is gradually moving westward and economic cooperation 
between China and foreign countries is being expanded 
in each passing day. 


As to why it chooses Guangxi instead of China’s south- 
east coastal area as a major location for investment and 
make major investments in medium- and long-range 
projects rather than the readily profitable short-term 
ones, the Thai side said that foreign investments have 
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flooded the coastal areas in southeast China where 
competitions are keen and risks are gradually becoming 
higher. Theoretically it will be more ideal to invest in 
China’s southwest areas which are geographically close 
to Thailand and where resources are similar to those of 
Thailand and funds are relatively in shortage. Among the 
provinces and regions in southwest China, Thailand has 
chosen well to invest in the development of infrastruc- 
tural facilities in Guangxi, because of the tremendous 
sincerity shown by Guangxi in eagerly attracting invest- 
ment from abroad. In addition, the close ties between the 
two sides in language, human relations and familial links 
in history have made Thailand select Guangxi to make 
its investment and decide to talk things over with the 
Chinese side on the issue of improving investment 
climate. Both sides agree with each other right away in 
four respects with Thailand’s in:<ntion for investment 
and its desire on investment recovery tallying with 
China’s macroeconomic goal to quicken the pace in 
promoting economic development in China’s central 
and western regions; with China’s industrial policy to 
rejuvenate China’s western region, especially the con- 
struction of infrastructural facilities such as those for 
communications and energy resources; and with 
Guangxi’s development plan to utilize its predominant 
natural resources to accelerate its pace in shaking off 
poverty and becoming well-to-do. 


The conclusion of the cooperative projects in batches is the 
result of the thorough studies and repeated appraisals 
conducted by both sides. In July 1992, Mr. Chen Qing- 
ming [7115 1987 2494], General Manager of the Taian 
Company, Ltd, of Thailand in Chiang Mai was the first to 
enter Guangxi with the support of the Chinese Consulate 
in Chiang Mai. As of now, more than ten groups of Thai 
industrialists and specialists, led by Mr. Liu Jue [name as 
transliterated 0491 0628], Permanent Deputy Head of the 
Thai Prime Minister's General Office; Mr. Wei- 
Qi-Sheng-Tong [4850 0368 4141 6639], former Thai labor 
minister; and Dr. (Aolan), President of the (Huishang) 
[0565 0794] Bank, went to Guangxi to carry out surveys. 
The party and government leaders in Guangxi including 
Zhao Fulin, Cheng Kejie, Xu Bingsong and others attached 
great importance to the tours of the Thai guests and briefed 
them in details about the situation in Guangxi. The Thai 
delegations and specialist groups also crossed mountains 
and rivers to conduct on-the-spot investigations and 
studies in various cities, townships and villages. They were 
impressed by the local people’s desire to cast off poverty 
and become better off and by their work enthusiasm. The 
Guangxi delegations led separately by Chairman Cheng 
Kejie and Vice Chairman Xu Bingsong also visited Thai- 
land several times and were received by the Thai prime 
minister and the Thai Royal Princess. They were deeply 
impressed by the economic strength, technical standards 
and managerial expertise of those enterprises which plan 
to invest in Guangxi. These investments projects have 
reflected the principle of reciprocity and mutual benefit 
and the actual market demand. They certainly have a 
bright future for further development. 
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It is reported that the eight large Thai enterprises 
including the (Huishang) [0565 0794] Business Develop- 
ment Company, the (Ling-Ying-Hao) [3781 5391 6275] 
Company Ltd, and the SP International Company Ltd, 
have jointly formed a “(Huishang Holding Company 
Ltd)” to coordinate all their activities; and set up a 
permanent office in Nanning. Right now, the first batch 
of projects are smoothly under development. The sugar 
refinery, a joint venture from four investors, with a total 
investment of 350 million yuan has begun to produce 
sugar. The motorcycle plant with an annual capacity of 
producing 100,000 motorcycles and the ceramic tile 
plant located in Qinzhou are in the initial stage of 
construction. Other projects such as the Class | Highway 
between Yulin and Rongxian County will soon start 
within this year. 


Various Thai investors are full of confidence in their 
investments. Most of them plan to expand their invest- 
ment programs in cooperation with Guangxi after get- 
ting initial results. It is reported that a batch of new 
projects are being discussed between Guangxi and the 
(Huishang) Holding Company. The total amount of 
investment from the Thai side may reach US$3 billion 
including some new follow-up investment projects. Both 
sides believe that the success of this cooperation between 
the two sides will help divert the attention of more 
manufacturers in Thailand and Southeast Asia to 
China’s western region to make their investment. 


POPULATION 


Hindrances to Effective Population Management 


94CE0542A Beijing RENKOU YU JINGJI 
[POPULATION AND ECONOMICS] in Chinese 
No 83, 25 Apr 94 pp 25-27 


[Article by Chen Changbin (7115 7022 1755) and Deng 
Jiaming (6772 1696 2494), Population Planning Com- 
mission, Xiangfan City, Hubei Province: ““Cursary Anal- 
ysis of Present Difficulties and Problems in the Admin- 
:Strative Enforcement of Population Planning”’} 


[Excerpts] 1. Present Difficulties in the Administrative 
Enforcement of Population Planning 


1) Without a comprehensive law enforcement basis, it will 
b~ impossible to find solutions, should actual problems 
arise. Population planning is a complex project of social 
engineering, as it touches upon the very personal interests 
of thousands upon thousands of families and households. 
Following the social developments, and in the wake of 
intensified reform and opening up, new problems are 
regularly coming up and have to be met within the con- 
crete reality of population planning work. These problems 
are in urgent need of solutions, but current policies and 
legal provisions concerning population planning are inad- 
equate to allow adjustments, and they do not provide clear 
and definite rules. This fact adds to the difficulties encoun- 
tered by the population planning agencies in the handling 
of these problems and prevents the active enforcement of 
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laws concerning population planning. For instance, the 
“Population Planning Regulations of Hubei Province” 
state the condition under which a second birth would be 
permissible, depending on the nature of the household of 
the married couple concerned, but they do not state the 
condition for a second birth because of the scope of the 
locality concerned. In some cases, husband and wife are 
from different provinces or belong to different nationali- 
ties, and population planning policies may differ for the 
two provinces or two nationalities in question. One spouse 
may be allowed a second child because of the province or 
nationality he or she belongs to, while the other spouse, for 
the same reasons, may not be allowed a second child. 
When having to deal and approve cases with these kinds of 
problems for which there are no clear and distinct regula- 
tions, the population planning agencies will frequently 
resort to the method of asking higher authority for instruc- 
tion, hopefully requesting that the higher authority will 
give a distinct reply. However, the higher authority, in the 
same position as the lower authority in having nothing to 
base on, is usually afraid to make a suggestion, because 
whatever reply is given could possibly be wrong, and they 
would not want to take that responsibility. In the end the 
question is referred from lower to higher authority for 
instruction, then referred back to the lower authority, and 
no answer is forthcoming in this back and forth, or the 
matter is delayed and again delayed, and after all procras- 
tination no decision is made. The consequence is that it 
has become impossible to conduct successful administra- 
tive enforcement of population planning laws. 


2) If the basis for law enforcement is unsubstantial, 
affecting its applicability, it will render concrete imple- 
mentation very difficult. Although there are many legal 
norms of a regional nature concerning population planning 
policy, they are frequently too sketchy and still leave 
problems unresolved by being ill defined, indistinct, 
unclear on legal responsibilities, and lacking procedural 
provisions, thus proving inadequate in actual application. 
For instance, the ‘““Measures for the Control of Population 
Planning Among the Floating Population” stipulate in 
substance the responsibilities to be assumed by the various 
agencies charged with the control of population planning 
among the floating population. However, as regards pro- 
cedure, how these agencies are to fulfil their responsibili- 
ties, there are no clear and distinct provisions, and there is 
here obviously a disjunction between the demands of the 
policy and the measures of implementation. Again, the 
“Population Planning Regulations of Hubei Province” 
stipulate that in case of additional extra-plan births, or in 
case population planning rules are evaded by taking 
advantage of a trip to outside one’s home district, the 
punishment should be an escalation of the penalty for the 
simple offense, this escalation not to exceed a doubling of 
the penalty for the simple offense. This appears to be a 
very simple provision, but in its actual application it is 
difficult to measure out the amount of the additional 
penalty, and criteria also differ in different localities. In 
the actual practice of dealing with this problem, it is 
frequently the case that either too light or too severe an 
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additional penalty is imposed, and that adds certain diffi- 
culties to practical execution. 


3) If the basis for law enforcement is weak and powerless, 
attempts at enforcement will have unsatisfactory results. 
Because the law does not confer on population planning 
agencies certain administrative rights to compulsory 
execution, the only way to impose sanctions on those 
who after much ideological education still refuse to 
check further childbirths or to take remedial measures, is 
to impose economic sanctions. However, in the case of 
rich families who exceed the birth quota, economic 
sanctions will hardly make any impression. Sometimes, 
the party exceeding the birth quota is very eager to pay 
the fine, and will then have his additional child. The 
method is also ineffective with poor households, so that 
in the end the rich are not afraid of the fine, and the 
poor, even if fined, are not deterred. This single way of 
merely imposing an economic sanction will not only not 
achieve the ultimate purpose of checking extra-quota 
births, but will have some people even vying with each 
other in extra-quota births, and will result in a human- 
caused increase in the workload of enforcing the popu- 
lation planning laws. 


4) Inadequate safeguards for law enforcement have 
adversely affected the regular administrative enforce- 
ment of law. The reason why regular law enforcement in 
population planning cannot be actively pursued is, apart 
from the inadequacy of substantive and procedural 
means, that no adequate potential safeguards have been 
provided for the administrative enforcement of popula- 
tion planning laws. For instance, too few cadres are put 
in charge of this line of work, the constancy of the 
contingent cannot be ensured, there is a shortage of 
funds, and equipment for law enforcement is simple and 
crude. This inadequacy of potential safeguards is objec- 
tively impairing results in the administrative law 
enforcement and is obstructing the regular enforcement 
of population planning laws. 


2. Main Problems in the Administrative Enforcement of 
Population Planning Laws 

1) Disregard for existing laws. This mainly manifests 
itself in the fact that certain administrative agencies in 
charge of population planning and their staff, during the 
process of enforcing population planning laws, act 
according to their personal pronouncements rather than 
according to law, use power rather than applying the law, 
talk lightly of policy, or act merely according to village 
customs and popular understanding. 


2) Lax enforcement of law. This manifests itself in the 
fact that law is enforced either too lightly or too severely. 
If too lightly, it amounts to negating law enforcement, it 
indicates the absence of ideologically stimulating spirit, 
those involved will only admit minor charges and will 
keep silent about major charges, and procedure will be 
oversimplified. If too severe, it amounts to actually 
breaking the law by excessive enforcement, using power 
while at the time suppressing application of law, there 
will be arbitrary imposition of penalties. and penalties 
will actually be imposed without reference to law. 
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3) Failure to prosecute offenses. This mainly refers to the 
fact that some leading cadres use the powers of their 
offices to interfere in administrative law enforcement, 
that there exists the custom of building up networks of 
personal relationships and interceding for friends. Some 
people do not take law seriously when it comes to their 
own or their clique’s interests. They will then employ all 
kinds of tricks to get by and find a way out, and this will 
prevent the population planning agencies from success- 
fully enforcing the law, and in the end it will become 
impossible to carry out enforcement measures that have 
been decided upon, and penalties that should be 
imposed cannot be imposed. 


4) Improper conduct or methods used by law enforcement 
entities result in either deliberate infractions of the law or 
breaking the law by the very way of its enforcement. There 
are, for instance, a small number of population planning 
agencies, who, in the course of administrative law enforce- 
ment, arbitrarily mitigate and cover up contradictions. It is 
“fear” that is primarily in their minds; they fear being 
placed in the role of defendants, they fear having to appear 
in court, and they fear to be losers in the lawsuits. They will 
finally also adopt some illegal measures to obstruct the 
appeal of the opposite party to the administrative action 
by, for instance, not telling that party of their right of 
appeal or the time limit for their appeal. In some popula- 
tion planning agencies, lower and upper levels will shield 
each other, will regard administrative disputes in matters 
of population planning to be internal matters within their 
system, making it known that going outside would be 
detrimental to one’s own work. They will finally refuse to 
adopt the method of administrative reconsideration, so 
that the party involved will have no way to appeal, or they 
will adopt some other methods to cover up and avoid any 
widening of the affair in question. Some other population 
planning agencies are apt to start up gigantic collective 
activities or movements in assault-type activities of popu- 
lation planning, especially at the time of compulsory 
collection of population planning fees, they will make a big 
display to start off events, have a large body of people rally 
forth in parades, getting them all into one movement of 
gigantic dimensions. However, under these circumstances, 
collective law violations and arbitrary imposition of fines 
can easily occur. Those at the receiving end of law enforce- 
ment, faced with threatening situations like these, clearly 
realize that the conduct of the law enforcement entity is 
improper, but are left with no other alternative than to let 
things go by without reacting, and accepting any penalty 
imposed. This kind of assault-type work method and the 
large-scale collective movements are essentially umbrellas 
to shield administrative violations of the law. 


AGRICULTURE 


Gansu Cotton Area 
94CE0551Y Lanzhou GANSU RIBAO in Chinese 
23 Jun 94 pl 


[Summary] In 1994 the cotton area in Gansu Province 
will be 238,400 mu, an increase of 56,800 mu over 1993. 
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Hubei Rapeseed Procurement 


94CE0551X Beijing JINGJI CANKAO BAO in Chinese 
16 Jun 94 p 1 


[Summary] As of 10 June, Hubei Province had put 
3,074,600 dan of rapeseeds in storage, fulfilling 34.2 
percent of the task, and was an increase of 796,100 dan 
over the same period in 1993. 


Fujian Loses Arable Land 


94CE0575A Fuzhou FUJIAN RIBAO in Chinese 
2 Jun 94 p 2 


{Article by Yu Yanghua (0151 7402 5478): “A Problem 
Meriting Attention—Fujian’s Arable-Land Deficit’) 


[Excerpt] [passage omitted] In 1993, while Fujian devel- 
oped 77,670 mu of new land, of which 30,242 mu were 
arable, three construction projects took up 65,432 mu of 
arable land, more than double the newly developed area. 
This created Fujian’s first arable-land deficit since four 
consecutive years of overall balance between arable-land 
development and use from 1989 to 1992. 


While it needs to be affirmed that when our economic 
growth pace is accelerating, with tract land development 
in full swing, and township enterprises growing vigor- 
ously, using some arable land is normal and unavoid- 
able, the sharp increase in the overall amount of arable 
land taken over in 1993 also certainly involved certain 
undeniable problems. 


Authority was devolved improperly. The law provides that 
county governments have the examination and approval 
authority only for the use of up to 3 mu of arable and 10 
mu of nonarable land. But beginning in the last half of 
1992, since the land examination and approval authority 
of prefectural and municipal governments was devolved 
(from examination and approval of up to 10 mu of arable 
and 50 mu of nonarable land to up to 300 mu of arable and 
1,500 mu of nonarable land in coastal regions, and up to 
200 mu of arable and | ,000 mu of nonarable land in the 
interior), a few prefectures and municipalities have 
devolved this authority that they ought to exercise them- 
selves to counties, which in turn have devolved it to 
townships, causing a phenomenon in some counties of 
townships wholesaling land and villages selling it, for 
arbitrary takeovers of arable land. 


“Zones” were set up without authorization. While the 
creation of development zones is subject to the examina- 
tion and approval of provincial governments or the State 
Council, some areas have certainly neither observed this 
provision or taken into account whether objective condi- 
tions were ripe or not, arbitrarily deciding to set up 
development zones. By now, 29 such development zones 
have not yet been reported to the Fujian Government or 
the State Council for examination and approval, of which 
some have been set aside but not developed, while others 
have already become nonarable. 
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There was unchecked competition. Planned upgrading of 
villages, small towns, and ageing cities to promote small- 
scale urban development contributes to the conversion 
of the surplus rural workforce, speeding up rural eco- 
nomic growth, and promoting the development of our 
civilization. But some counties and townships, without 
conducting feasibility studies and proofs, have unilater- 
ally striven to open up new cities, set up small zones, and 
build large streets, taking up much arable land. 


Restraints lacked force. Some localities have not col- 
lected per stipulation arable-land occupation taxes, ara- 
ble-land-development special funds, and vegetable-plot 
development funds, lacking the proper restraints over 
the occupation of arable land, with the resulting fund 
shortage also impacting the implementation of the “‘use 
one, plant one” policy, making it hard to achieve a 
balance of arable-land exploitation and cultivation. 


Money was emphasized over grain. Some economically 
developed zones have held that having money means 
having grain, not promptly correcting the phenomenon 
of private occupation and waste of arable land, to cause 
a Situation in which protected zones are unprotected and 
development zones are undeveloped. 


Stabilizing grain means stabilizing grain acreage, without 
which a stable grain supply would be mere idle talk. We 
now need to intensify our propaganda about national 
policy and Fujian’s conditions, to help our whole society 
gain a better awareness of arable-land protection. Govern- 
ment at all levels should act strictly in accordance with the 
law, instead of devolving land examination and approval 
authority level by level. All land examination and approval 
authority that was devolved without legal formalities 
should be reclaimed in accordance with the law. We need 
to fully pursue a policy of the sale for compensation of 
state land use rights, fully tapping existing nonfarmland 
potentials. As to the use of barren hills, slopes, and beaches 
for construction, we need to provide low-price preferences; 
but for the occupation of arable land with approval, we 
need to implement the policy of “use one, plant one.” We 
need to establish through legislation a system of protection 
for basic farmland. We need to practice graded guidance 
for development zones, ensuring that examination and 
approval procedures are undergone according to law. In 
cases where projects are not implemented and funds not 
put in place. we need to abolish the projects; excessively 
large projects need scaled back; township-enterprise zones 
need overall planning and scientific distribution to prevent 
land waste. 


Imported Fertilizer Prices Stabilize 


94CE0575B Chongqing XINAN JINGJI RIBAO 
in Chinese 16 May 94 p 2 


[Article by Xiang Zhihong (0686 1807 1347): “Imported 
Chemical Fertilizer Prices Stabilize in 1994”} 


[Text] It 1s reported that world chemical fertilizer output 
and demand in 1994 have not changed much, with prices 
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tending to have stabilized. |. Urea. The major imports to 
China come from the CIS, the Mideast, the United States, 
and Indonesia. The current bulk landed price at all key 
ports is $125 a ton, which price is projected to remain 
stable for quite some time. 2. Diammonium phosphate. 
This is imported mostly from the United States. The 
current bulk landed price at all key ports is up from $150 
a ton in August 1993 to $190 a ton, with the projection 
being that this price will not fall in the short term, 
continuing to remain firm. 3. Potassium chloride. This is 
imported mostly from countries, such as Canada, the CIS, 
and Israel. The bulk landed price at all key Chinese ports 
for red potash fertilizer is $110 a ton for imports from 
Canada, but only $100 a ton for those from the CIS. 4. 
Potassium sulphate. The current bulk landed price is $220 
a ton. 5. Sulphur trielement. As China is importing less 
compound fertilizer in 1994, the price is down somewhat, 
with the current landed price being $220 a ton. 6. Chlorine 
trielement. The bulk landed price is predicted to remain at 
around $165 a ton. 7. Three material. The current bulk 
landed price is $160 a ton. 


Survey on Jiangxi Farm Problems 


94CE0568A Beijing ZHONGGUO XINXI BAO 
in Chinese 13 May 94 p 2 


[Article by Survey Team of Agricultural Research Center 
of Ministry of Agriculture in Jiangxi: “Several Promi- 
nent Problems in Current Agricultural Production” ] 


[Text] Energetically implementing the guideline laid 
down by the Central Meeting on Rural Work, the Jiangxi 
Provincial CPC Committee and the provincial govern- 
ment have earnestly carried out the tasks in the produc- 
tion of grain, cotton and oil-bearing crops and of filling 
the “vegetable basket.”’ They have clearly set this year’s 
sowing target as 50.3 million mu of grain crops and 
expected the total grain output to exceed 15 billion jin. 
They have planned to sow 2.6 million mu of cotton and 
expected the total cotton output to reach 4 million 
piculs. It is for this reason that they have worked out a 
series of effective measures to try their best to reap a 
good harvest in agriculture this year. However, there also 
exist several outstanding problems. 


(1) Last year’s policies on purchasing and marketing grain 
and cotton and for rewarding those who sell grain and 
cotton to the state were not completely carried out on a 
solid basis. Peasants are worried about this year’s policies. 
The system for purchasing and marketing grain was 
reformed last year. It was specifically pointed out that 
grain would be purchased at market price and that the 
price difference will be paid in cash as an incentive to 
peasants to sell grain to the state. However, the grain price 
rose during the second half of 1993. The goal of purchasing 
grain at market price was not achieved. Some localities 
even ruled that peasants needed to pay the price difference 
for the amount of grain ordered but not delivered. 
According to statistics compiled at the end of last year, 
peasants in the province only got 50.8 percent of the 
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chemical fertilizer they were promised to get. As of 10 
March 1994, peasants only got 42.55 percent of the incen- 
tive chemical fertilizer they were promised to get for 


growing cotton. 


(2) The price for producer goods rises so fast that 
peasants have not actually benefitted much from the 
grain procurement price increase. The sale of chemical 
fertilizer at state fixed prices is no longer available this 
year. It causes the price of chemical fertilizer to rise. 
Meanwhile the cost of imported chemical fertilizer has 
also increased on a large scale. According to a survey, the 
selling price for a ton of urea produced in Jiangxi or in 
China was between 1,300 and 1,400 yuan, while that of 
imported urea between 1,400 and 1,500 yuan. Due to the 
adjustment of the rate of exchange and increase in the 
price for raw materials, the selling prices of insecticide 
and plastic sheeting for agricultural use have also some- 
what gone up. 


Owing to the low purchasing price set by the state and 
excessively high production costs for grain, grain peas- 
ants have actually benefitted little from the price raised 
by the state in the procurement of grain. 1. For example, 
the state sets the price for purchasing 50 kg of early 
long-grained nonglutinous rice as 38 yuan and that for 50 
kg of late long-grained nonglutinous rice as 48 yuan. 
Thus, peasants in the province only have their income 
increased by 900 million yuan for their 4.5 billion kg of 
marketable grain, about 500 to 600 million yuan less 
than the market value. 2. If we calculate on the presump- 
tion that Jiangxi produces 15 billion kg of grain a year, 
the total production cost is expected to increase 500 
million yuan due to the price increases for chemical 
fertilizer, insecticide, plastic sheeting for agricultural 
use, diesel oil and other means of production for 
farming. If 65 percent of this figure is used for growing 
paddy rice, the production cost increase should be 325 
million yuan which respectively offset 20.1 percent of 
the peasants’ benefit from the increase of the market 
price and 36.1 percent of their benefit from the pur- 
chasing price increase by the state. In the total amount of 
increase in agricultural production costs during the past 
several years, the cost of materials accounted for approx- 
imately 60 percent while that of labor, agricultural tax 
and acreage apportion 40 percent with the total amount 
of increase reaching 830 million yuan. If we presume 
that 65 percent of the amount is used for growing paddy 
rice, the amount will be 540 million yuan which offset 
35.3 percent and 6 percent respectively of the aforemen- 
tioned benefits. Therefore, the grain purchasing price set 
by the state puts peasants at a disadvantage as compared 
with the market price. The state grain purchasing price 
remains extremely low since the production costs in 
growing grain are sharply rising. 


(3) The increase of grain price makes the production of 
some industrial crops slip. Those affected are mulberry 
trees for raising silkworms, cotton and sugarcane. 


According to statistics, the total area sown with mulberry 
trees in Jiangxi was reduced by more than 50,000 mu 
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this year. Particularly in areas where grain crops are in 
shortage, peasants have started to grow grain in areas 
where they used to grow mulberry trees, because the 
grain price rises and peasants cannot afford to grow 
mulberry trees on their farmland for the development of 
sericulture. This had started to affect cotton production 
at the end of 1993. At that time, some cotton farmers in 
either new or old cotton growing areas had already 
hesitated to grow cotton. The situation improved after a 
period of persuasion. This year, the purchasing price for 
cotton was increased from 330 yuan to 400 yuan per 
picul, up 21.2 percent. However, if we compare the 
growth rate of grain with that of cotton, the cotton price 
is still somewhat irrational this year, affecting peasants’ 
enthusiasm in growing cotton. The price for new cotton 
this year may reach 419 yuan per picul, if we take into 
consideration the premium chemical fertilizer, the 14- 
yuan diesel oil subsidy and the 5-yuan price parity 
subsidy. However, the price paid by the state for 50 kg of 
grain (early rice) was 40 yuan in February this year and 
the market price for the same amount of grain was 46 
yuan. Therefore the average price for 50 kg of grain is 43 
yuan per 50 kg. The price ratio of grain to cotton is 1:9.7, 
lower than the 1991 ratio of 1:13.7 and the 1992 ratio of 
1:12.9 (the ratio of grain to cotton in the past was 
approximately 1:12—a ratio for the coordinated devel- 
opment of grain and cotton). This will affect this year’s 
cotton production. It is estimated that this year’s expen- 
diture on insecticide and chemical fertilizer in growing 
cotton will be 137 yuan per mu, up 23 yuan over last 
year. The price increase for grain is expected to raise the 
cotton peasants’ expenditure on the grain they them- 
selves consume by 31 yuan per mu. Thus, the actual 
benefits given cotton peasants by raising the cotton 
purchasing price by the state have been greatly offset by 
the rising cost of grain. Jiangxi grows 2.6 million mu of 
cotton this year. If the cost of agricultural producer 
goods is increased by 23 yuan per mu, cotton peasants’ 
production costs will be increased by 60 million yuan for 
this reason. 


In addition, the leadership of the agricultural depart- 
ment in Jiangxi believes that the low grain output and 
the heavy task in procuring grain reflect another out- 
standing contradiction in Jiangxi. For many years, the 
total grain output in the province is approximately 15 
billion kg and the agrarian population is over 31 million. 
The amount of grain retained by rural areas is generally 
10.5 billion kg. In addition to the 2.5 billion kg of fodder, 
seeds and industrial grain, the amount of grain for 
peasants’ own use is about 13 billion kg. The current 
Central Meeting on Rural Work has determined to 
purchase 3.25 billion kg of trade grain in Jiangxi (of 
which, the state places an order of 1.94 billion kg, while 
the planned state purchase is 1.31 billion kg) which 
amount to 4.65 billion kg of paddies. Obviously this task 
is relatively heavy. The provincial authorities believe 
that the procurement of 3 billion kg of trade grain (4.25 
billion kg of paddies) is more adequate. 
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Henan Farmers Upset Over Disparities 


94CE0570A Hong Kong TANGTAI [CONTEMPORARY] 
in Chinese No 30, 15 Jun 94 pp 78-80 


[Article by Chang Min-chih (1728 2404 1807): “The 
‘New Three Large Disparities’ Cause Serious Discontent 
Among Henan Peasants’’] 


[Text] Historically, Henan Province has been one of 
China’s great agricultural provinces, and because of the 
bountiful grain production on the central plains, Loyang 
had been ancient capital to eight Chinese dynasties. 
However, in recent years agricultural development in 
Henan Province tended to slow down, which we found to 
be related to the “new three large disparities” that are 
now showing up in Henan Province. 


The term ‘“‘new three large disparities” refers to the 
widening disparity between industrial and agricultural 
growth due to the fact that the urban areas have been 
favored in the distribution of resources. The industrial 
sector has been drawing capital away from the agricul- 
tural sector to an increasing extent; the price scissors, i.e. 
the differential between industrial and agricultural 
prices, are widening; distribution of national income 
favors the cities; differential between incomes of the 
urban and the agricultural populations has recently grad- 
ually widened. This new imbalance in distribution has 
caused strong resentment among the Henan peasantry. 


Industrial Growth is Double Agricultural Growth 


According to statistics, during the first half of 1993, the 
gross output value of Henan’s agriculture was 27.247 
billion yuan, an increase of 9.6 percent over the corre- 
sponding period of 1992. Gross output value of village 
and higher than village-rank industry was 68.584 billion 
yuan, an increase of 20.2 percent over the corresponding 
period of 1992. The industrial growth rate was 2.1 times 
the agricultural growth rate. Agricultural growth lagging 
behind industrial development indicates that allocation 
of economic resources throughout the province had 
favored the cities. The state of financial expenditures 
also supports this conclusion. During the first half of 
1993, total provincial expenditure was 2.552 billion 
yuan, an accumulative increase of 6.3 percent. However, 
expenditure for agriculture had only been 206 million 
yuan, a decline of 8.6 percent, compared with the corre- 
sponding period of 1992. 


In fact, the imbalance of industrial and agricultural 
developments, industry growing more rapidly than agri- 
culture, had to some extent become evident already by 
the middle of the 1980’s. During the period of the 
Seventh Five-Year Plan, gross output value of village 
and higher than village-rank industry had increased at an 
average rate of 9.5 percent. In comparison, the average 
increase rate of gross output value of agriculture had 
been 5.7 percent. The ratio between the two growth rates 
was 1.67:1, which was larger than the |.24:1 ratio during 
the Sixth Five-Year Plan. 
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The price scissors between industrial and agricultural com- 
modity prices has widened. During the six years from 1979 
to 1984, the differential between industrial and agricultural 
prices had diminished by 31.1 percent; it was the fastest 
decrease of the said scissors in Henan’s history. Later, 
comparative prices of industrial and agricultural products 
began to revert again, so that during the five years of the 
Seventh Five-Year Plan, the price differential between 
industrial and agricultural prices increased 8.9 percent. 
During the first two years of the Eighth Five-Year Plan, 
there was some improvement, but compared with 1988, the 
price scissors between industrial and agricultural products 
had widened 10.3 percent, and in 1992, 5.4 percent. 
Entering 1993, stimulated by certain large-scale price 
reform measures and increasing demand, the whole range of 
market prices throughout the province rose. Among these, 
agricultural means of production were strongly affected by 
the rising costs, and prices rose month after month, and 
even the proportions of such increased grew ever larger. 
During the first half of the year, prices increased on the 
average 7.8 percent, some of these increases were: diesel oil 
for agricultural purposes rose by as much as 78 percent, and 
prices for small agricultural tools also rose by 15.2 percent. 
At the same time, the decontrol of prices for agricultural and 
sideline products induced comparatively small price 
increases. During the first half of the year peasants actually 
sold grain at a mixed average price that was 0.8 percent 
lower than the price during the corresponding period in 
1992. With all these ups and downs, the actual tendency of 
the price scissors was to widen further. 


Peasants Widely Inclined To Abandon Agriculture for 
Commerce 


As a result of the widening price scissors, comparative 
returns from agriculture declined, and peasants widely 
inclined to abandon agriculture for commerce. 
According to data from a survey in a certain village of 
Lushan County, the said village has somewhat over 730 
mu of hillside land, of which almost half is left unculti- 
vated. A part of the paddy fields too is left unattended 
because the person responsible for it had moved his 
entire family away, thus leaving 30 mu of paddy fields 
waste. The said village has now only less than 50 mu of 
paddy fields. As to the other arable land, it is felt it 
cannot be cultivated due to shortage of manpower. 


Peasants Unwilling to Sell Grain to the Government 


The widening of the price scissors has in recent years 
affected the willingness of peasants to take out loans and sell 
grain. Already in the times of large-scale people’s com- 
munes, agriculture in the Xinxiang City area had been 
praised by Mao Zedong; its preconditions for bountiful 
agricultural production are excellent. However, since the 
large differential in prices has occurred for agricultural 
products, peasants generally are unwilling to sell grain to the 
government. A peasant by the name of Guo in a certain 
village of Xinxiang City area has taken up the purchase of 
grain in the villages and reselling it in the coastal regions. 
Within less than three years time, he made a net profit of 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 

















JPRS-CAR-94-041 
26 July 1994 


over hundred thousand yuan. His purchase price was gen- 
erally 0.10 yuan higher—thus fairer for the peasants—than 
the government’s procurement prices. As for the grades of 
grain, he bought at prices according to the particular grade, 
which was quite different from what the government grain 
trading stations did, and which was another reason why the 
peasants preferred to sell their grain to him. Recently, when 
the man changed to yet another line of business, many 
peasants were at a loss to whom to sell their grain. 


As Peasants Abandon Agriculture, There Are Six Million 
More Laborers 


Widening of the price scissors was also the reason for some 
agricuitural counties to change their developmental direc- 
tion. Many counties established development zones in their 
Outer districts, occupying much agricultural land for that 
purpose, while prospects for these development zones 
proved not at all bright, and thus had land resource wasted 
for nothing. There are many counties in Henan Province 
which have turned from grain-producing counties into 
grain-importing counties. Their grain needs have to be 
satisfied by other places, and since their own industries are 
also not getting on well, these counties have truly become 
impoverished counties, and the dwindling financial income 
furthermore induced many more peasants to leave the soil 
and turn to other industries. According to statistical data for 
1993, in the one province of Henan alone, six million 
laborers have left the province. The departure of about six 
million able-bodied laborers places the economic develop- 
ment of the great agricultural province of Henan into a 
highly unfavorable position. 


By favoring the cities in the distribution of national 
income, the differential between the incomes of the 
urban and the rural populations has widened year by 
year since 1984. Statistical data indicate that the total 
payroll for staff and workers in state-run units 
throughout Henan Province amounted to 7.991 billion 
yuan, an increase of 22.7 percent compared with the 
corresponding period of 1992. Per capita income of the 
urban population throughout the province was 877.11 
yuan, an increase of 25.2 percent over the 1992 figure for 
the corresponding period, but per capita cash income of 
the agricultural population throughout the province was 
241.28, which was an increase of only 11.6 percent over 
the figure for the corresponding period of 1992. 


An overview of the historical conditions of urban and 
rural populations incomes in Henan Province shows that 
the differential between urban and rural incomes actu- 
ally began to grow larger since 1984. With the start of the 
rural reform, the differential again began to decrease 
continuously, and comparing living expenditure 
incomes of urban and rural populations, we see that it 
decreased during one period, namely from 22.49:1 in 
1980 to 1.83:1 in 1983. Later on, investments in agricul- 
ture were reduced, and when the second phase of agri- 
cultural reform did not get off to a good start, the former 
rapid growth in agricultural production began to decline. 
At the same time, reform of the economic structure in 
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the urban areas was being pushed on further, and the 
distribution pattern of urban-rural interests, that had 
already been established since the rural reform, was 
newly realigned, and that then caused a continuous 
widening for the next 10 years of the differential between 
incomes of the urban and rural populations since 1984. 


In 1988, the ratio between living expenditure incomes of 
the urban and rural populations was one of 1.54 percent, 
which was in excess of the level during the early phase of 
the reform. By 1992, it had advanced to 2.87:1, and the 
absolute difference had reached 1,058.48 yuan. The 
unfavorable way—unfavorable to the rural population— 
of distributing national income would have been even 
additionally unfavorable if we would add such consider- 
ations by the state as its granting the urban population 
labor insurance, health insurance, welfare, housing, and 
commodity price allowances. 


Many Peasants Willingly Spend To Gain City Residency 


It is learned that in certain counties of western Henan, 
restrictions in matters of urban residence registration 
have been relaxed, and as a result peasants, ready to pay 
the necessary amounts of money, are lining up for two 
miles. Everybody is all excited about being able to get on 
the urban registry by paying 6,000 to 8,000 yuan, since 
all peasants are longing for a chance to get into the cities 
and earn “city money.” This money, to the hard-toiling 
peasants, is not only earned so much more comfortably, 
but there is also so much more of it. 


The appearance of the “three large disparities” have 
aroused strong discontent among the peasants of Henan 
Province. The comparative profits from agriculture have 
declined, and this has dampened the enthusiasm of 
peasants to pursue agricultural production. Moved by 
the profit motive, some agricultural manpower has 
shifted to the secondary and tertiary industries, alto- 
gether or part-time. By anc large, this shift of manpower 
has been beneficial for the rural areas of Henan, which 
has had a manpower surplus of 12 to 18 million heads, in 
that it increased the income of the rural population. It 
has been beneficial also for the development of the rural 
economy. However, the negative effects of the said shift 
must also have out attention: 


First, the manpower that is now drifting away is mostly 
of high-quality manpower, and as the high-quality man- 
power drifts away as “surplus” into the secondary and 
tertiary industries, the quality of the remaining rural 
manpower is deteriorating. 


Second, as the non-agricultural income of peasant house- 
holds becomes the main component of their incomes, the 
conduct of operations will change, agricultural produc- 
tion will become merely a safe haven from the risks of 
the non-agricultural occupation, and this will lead to an 
exploitative type of operation and an abandonment of 
arable land, allowing it to go waste, all phenomena that 
are unfavorable for continued agricultural development. 
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The Industrial-Agricultural Price Differential Has Meant 
a Two Billion Loss for the Peasants 


Because of their unfavorable position in market exchanges, 
peasants evidently have had their incomes reduced. During 
the period from 1988 to 1991, the widening of the price 
differential for industrial and agricultural products has 
caused a pricewise loss to the peasants of the entire province 
of roughly around two billion yuan. 


All these facts have already seriously dampened the produc- 
tion enthusiasm of the peasants. For these reasons, the 
peasants of Henan Province emphaiically call for a restruc- 
turing of the agricultural investment mechanism, which 
should as far as possible be more favorable to agriculture in 
its share of public finance and credits. At the same time, 
scientific and technological investments in agriculture 
should be increased, implementing a policy of promoting 
agriculture through science and technology. Industries that 
serve agriculture shouid be supported, a system should be 
established that will ensure the production and supply of the 
means of agricultural production, and the sources of energy 
needed for agriculture-related industries and their supply of 
raw materials shall be ensured as a matter of priority, so as 
to effectively reduce prices for the means of agricultural 
production. 


Conditions in Henan are a Reflection in Miniature of 
Conditions Throughout the Entire Nation 


All these problems that are being faced by the peasants of 
Henan Province also exist, to varying degrees, in other 
provinces. These problems have already become prob- 
lems of national import, it is only that they have become 
particularly conspicuous in Henan Province. 


Gansu Meat Output Increases 


94CE0551V Lanzhou GANSU RIBAO in Chinese 
5 Jun 94 pl 


[Summary] By the end of April, gross output of meat 
(pork, beef, lamb and chicken) in Gansu Province was 
174,000 tons, eggs 29,000 tons, and milk 10,000 tons, 
increases of 16.7 percent, 7.4 percent, and 26.6 percent 
over the same period in 1993. 


Fujian Farmers Complain About Fertilizer Prices 


94CE0568B Beijing ZHONGGUO XINXI BAO 
in Chinese 20 May 94 p 2 


[Reader's Letter from General Office of Rural Fixed 
Observation Point in Fujian Province: “Benefits Given 
to Peasants by State Are ‘Taken Away’ by Agricultural 
Supplies Department, Say Grain Farmers in Fujian”] 


[Text] Comrade editor: 


The prices for agricultural supplies, particularly chem- 
ical fertilizer, have generally increased in Fujian this 
spring on a large scale. Peasants have bitterly com- 
plained about this. 
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According to surveys conducted by eight observation 
posts in eight prefectures and cities, the price increase for 
compound fertilizer is the sharpest this spring. The 
selling price for 50 kg of such fertilizer averaged 99 yuan, 
an increase of 37.4 percent over the 72 yuan price tag in 
the same period last year. The prices of potash fertilizer, 
ammonium carbonate, calcium superphosphate and 
urea also rose 35.75 percent, 30.7 percent, 23 percent 
and 17.5 percent respectively over these of the same 
period last year. The price of plastic sheeting for farming 
was up 8.9 percent over that in the same period last year. 


As compared with the same period last year, the growth 
rate of the selling prices of all types of chemical fertilizer 
widely varies in different districts. The highest rate of 
price increase for compound fertilizer was 66.7 percent, 
while the lowest rate of price increase 13 percent. The 
highest rate of price increase for potash fertilizer was 58 
percent, while the lowest rate of price increase was 6.4 
percent. The highest rate of price increase for ammo- 
nium carbonate was 45.9 percent, while the lowest rate 
of price increase was 19 percent. The highest rate of price 
increase for calclum superphosphate was 40.4 percent, 
while the lowest rate of price increase was 11 percent. 
The highest rate of price increase for urea was 26.4 
percent, while the lowest rate of price increase was 7.7 
percent. In general, the rate of price increase for plastic 
sheeting is lower than that for chemical fertilizer. 


Right now, the price difference for the same kind of 
chemical fertilizer in different areas is also considerably 
great. Let us take the selling price of 50 kg of chemical 
fertilizer as an example. The highest price for 50 kg of urea 
in one location is 80 yuan which is 15.9 percent over the 
lowest price in another location. The highest price for 50 
kg of potash fertilizer in one location is 79 yuan which is 58 
percent higher than the lowest price in another location. 
The highest price for 50 kg of ammonium carbonate in one 
location is 30 yuan which is 57.8 percent higher than the 
lowest price in another location. The highest price for 50 
kg of compound fertilizer in one location is 110 yuan 
which is 22.2 percent higher than the lowest price in 
another location. The highest price for 50 kg of calcium 
superphosphate in one location is 26.25 yuan which is 31.3 
percent higher than the lowest price in another location. 


The sharp price increase for chemical fertilizer has greatly 
dampened the grain farmers’ enthusiasm in growing grain 
crops. In order to whip up their enthusiasm in growing 
grain crops, the provincial authorities have raised the 
procurement price for paddies to 52 yuan per 50 kg. 
However, grain farmers say that the benefits given peas- 
ants by the state are “taken away” by the agricultural 
supplies department. Farmers may possibly have to pay 
after expecting to receive. Many farmers have bought far 
less chemical fertilizer this year. Some of them even do not 
buy chemical fertilizer at all. Nor do they adopt any 
remedial measures to deal with problems such as seed and 
seedling rot when they carry out extensive farming. 
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Poll Shows New Trends in Youth’s Lifestyle 


94CM0318A Beijing LIAQWANG [OUTLOOK] 
in Chinese, No 21, 23 May 94 pp 10-13 


[Article by Huang Zhijian (7806 1807 1017): “Present 
State and Future Trend in the Lifestyle of Contemporary 
Youth”] 


[Excerpts] During the period from October 1992 to 
December 1993, the China Youth Research Center, 
together with seven province-level youth research insti- 
tutes, completed a large-scale survey of the lifestyle of 
contemporary youth in the following ten provinces, auton- 
omous regions, and centrally controlled municipalities: 
Beijing, Shanghai, Guangzhou, Liaoning, Jilin, 
Heilongjiang, Shandong, Hainan, Guangxi, and Hebei. The 
survey involved many on-the-spot investigations, inter- 
views, and symposia. In addition 6,000 questionnaires 
were sent out (receiving back 4,763 effective responses, a 
74.4 percent rate of return). The investigation dealt with 
five aspects: the quality of life, consumption patterns, 
pastimes, social contacts, and family life of contemporary 
youths. Having obtained a large amount of firsthand mate- 
rial and data from youths, we have prepared an integrated 
quantitative and qualitative analysis, and in the following 
present our conclusions as to the present state and future 
trend in the lifestyle of our contemporary youth: 


1. The quality of life of China’s contemporary youth is 
part of the state of ongoing developments. 


Material life, overall, has markedly improved, compared 
to what it was before reform and opening up, but it is still 
not plentiful, since for 84.5 percent of the youths the Engel 
coefficient is 40-59 percent. The Engel coefficient is an 
internationally used index to measure the living standard 
and quality of life. Western economists consider those 
below 30 percent of the Engel coefficient as rich, 40 
percent or thereabouts as relatively comfortably off, and 
those over 50 percent as to have barely enough to make a 
living. The State Statistical Bureau determined that 
according to China’s national condition 40-49 percent is 
the norm for a comparatively comfortable living standard. 


According to this analysis, China’s youth has indeed 
already shortened its distance to the achievement of a 
comparatively comfortable living standard. 


The above-stated statistics indicate: As far as cultural life is 
concerned, there is an agreeable aspect, but also many 
disagreeable aspects of it, and the most objectionable three 
aspects are: too little income, housing difficulties, and 
difficulty of finding employment. This shows that the main 
aim of contemporary youth in their efforts to improve 
their quality of life must be improvement of their material 
life through economic development, and to gain, through 
the improvement of their material life, elimination of all 
the vexations caused by the material insufficiencies. 


2. Consumption concepts of contemporary youths have 
greatly changed; the traditional concept of “simple food 
and frugal living” is rapidly fading away. A considerable 
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number of youths (42.5 percent), especially youths in the 
coastal areas (53 percent), increasingly esteem and 
pursue a consumption concept and consumption pattern 
of “eating the most nutritious, wearing the most modish, 
having fun in the most ways possible, and using the most 
high-grade of everything.” This change reflects a trend of 
continuously rising living standards, and thus conforms 
to the ongoing process of modernization. However, 
among some youths it has also led to consumption 
beyond what is justified by social development, to high 
consumption, consumption resulting in indebtedness, 
and consumption beyond the actual income level of the 
persons concerned, indeed these youths are embracing a 
completely hedonistic mentality. 


One fact which is attracting general attention is the 
extraordinarily strong demand voiced by all youths to 
have better housing available to them. One-fourth of the 
youths have “no place to stay” or are “extremely 
crowded,” and there are those (as high as 56.8 percent) 
who indicated they “have to make do in very difficult 
circumstances.” Over half of the youths (55.9 percent) 
have listed “comfortable living quarters” as primary 
target in any improvement of living conditions. It shows 
that China’s “commodity housing” construction has a 
large market among the youths, whose urgent demand 
for such must not be neglected any longer. 


3. Ideas on what constitutes “the three precious things,” 
the most desirable items of consumption, have been rap- 
idly changing and items have been replaced. With con- 
tinued socioeconomic progress, the ‘three precious 
things” among household effects are being changed to 
increasingly higher grades of commodities, and the speed 
and frequency of these shifts is astounding. Prior to 
reform and opening up, each shift in what youths con- 
sidered the “three precious things” would take more or 
less ten years, but nowadays change and replacement of 
any of the “three precious things” is taking place almost 
every five years. Take television for instance, at the 
beginning of the 1980's, a black-and-white TV was one of 
the “three precious things,” but after only a few years, it 
was replaced by the color TV. Early in the 1990's, in the 
more developed districts, color TV was again being 
squeezed out from the “three precious things,” as the 
new tendency included stereo equipment (46.8 percent) 
and home computers (23.2 percent). Relevant investiga- 
tions forecast that in the few remaining years before the 
year 2000, home phones will be listed as one of the 
“three precious things,” and it will not be too long before 
small cars may also be included in the “three precious 
things.” This shows that in the developmental process of 
socialist market economy, youths will be the foremost 
consumers in the consumer goods market. All circles of 
society, particularly clever entrepreneurs, should in good 
time recognize the consumption trend among youths and 
should initiate appropriate direction and planning. 


4. Some aberrations have also already appeared in the 
consumption of contemporary youths. They have mainly 
become apparent in the material consumption where a 
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tendency has shown up of going in, at high speed, for 
high-class products, while on the side of cultural con- 
sumption we see a serious state of lethargy. Within 
cultural consumption, it is again only entertainment 
consumption that is going strong, while book, news- 
paper, and periodicals consumption has shrunk. Almost 
40 percent of youthful households do not essentially 
keep books, and only 9.9 percent count the purchase of 
books or newspapers as regular monthly expenditure. 
This situation has already had some effect on the devel- 
opment of socialist spiritual civilization, and also on 
raising the scientific and cultural quality of a whole 
generation of youths. It is something that deserves urgent 
attention by the entire society. 


Marcuse, a Western sociologist, pointed out in his “One- 
Dimensional Man” that under the influence of popular 
broadcasting and mass culture, man could easily become 
ignorant, lacking profundity, and be easily moulded and 
influenced by popular traditions and mass culture. He 
expressed concern about Western youths devoting so 
little time to reading books or newspapers. The very 
same problem has also shown up in our investigations. In 
1993, a survey in Beijing indicated that the source of 
information for youths was 27.5 percent from television, 
25.7 percent from newspapers, 21.1 percent from broad- 
casts, and only 0.8 percent books. The habit of young 
people is now to “shut the book and switch on the TV.” 
They are addicted to the TV, love to stare at pictures, 
and all the time neglect books. Encouraging and guiding 
our youths toward more book-reading and to reading 
good books is a matter that should have the attention of 
all sections of society. 


5. Contemporary youth has higher expectations as to a 
rich and colorful leisure life. They are no more satisfied 
with a drab and dull leisure time; their ways to spend their 
leisure time is becoming more and more fanciful. The 
most common way youths spend their leisure time is 
studying, doing home chores, watching TV, and other 
amusements, and it is noteworthy that few participate in 
sports activities (3.8 percent); one-fifth are unhappy 
because they cannot find anything at all to do. These 
conditions indicate that there 1s a need to further enrich 
and improve leisure time activities among the youths. 


6. Social interrelations among contemporary youths is 
changing from friendship-type to utilitarian-type rela- 
tions. The scope of social interrelations is no more 
limited to friends and relatives, but relations are main- 
tained with former classmates and fellow workers, and is 
motivated in an increasing number of cases by the desire 
“to obtain new information” and “to unburden oneself 
of one’s innermost thoughts.” However, one group of 
youths bluntly stated that they make friends for the 
purpose of ‘ingratiating themselves with people who are 
professionally useful.’ Many youths rationally admit the 
seamy nature of weaving this type of a network of 
relations, and that it is detestable, but feel they cannot 
possibly get along without it in real life. Over 75 percent 
of the youths consider such unhealthy practices as 
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“ingratiating oneself” and “going by the backdoor” as “a 
matter of life and death,” “‘a need under the conditions 
of the developing commodity economy,” and “‘as some- 
thing repugnant, but indispensable.” This is completely 
inconsistent with our efforts to strengthen the buildup of 
socialist spiritual civilization and of opposing all 
unhealthy tendencies. 


7. In the selection of a marriage partner, most contempo- 
rary youths (70.2 percent) will emphasize the personal 
quality, rather than the family situation of the other party. 
This indicates that the traditional idea of “equal status 
and prestige of the two sides” is being mostly disre- 
garded, and it is particularly when youths are free to 
independently choose their marriage partners that they 
emphasize the personal quality of their choices. How- 
ever, there is still one section (8.7 percent) that would 
attach more importance to the family situation (adding 
to that figure those 20.8 percent who think both consid- 
erations are equally important, the figure would become 
30 percent). The reason is not that they still believe in the 
old custom of “equal status and prestige of the two 
families,” but rather that these young people are still not 
self-supporting under the social conditions of fair com- 
petition, and are therefore seeking some backing, thus 
obliged to consider the family standing of their partner. 


8. Among contemporary youth the firm marriage relation- 
ship of traditional China is becoming somewhat softened 
up. Although 73.4 percent of the youths favor monogamy 
and “sticking to each other till their hair turns gray,” as 
the saying goes, there are 26.6 percent who do not object 
to “love outside of wedlock,” “love without ever getting 
married,” and “marriage without having children.” 
Although 12.6 percent of the youths would advocate, in 
cases of marital discord, that the parties “restrain their 
feelings and endure the situation,” the majority (82.9 
percent) would propose “divorce in case of discord,” 
while a 4.5 percent suggests “to seek extra-marital love as 
a supplement.” This change from a firm stand to a more 
relaxed stand means breaking away from the feudal 
concept and practice of the “absolutely indissoluble 
nature of marriages,” and accepting the view that “love 
must be the foundation of marriage.”’ However, there 1s 
also some influence evident of the “sexual liberation” 
coming in from the West. We must therefore not sweep- 
ingly condemn or commend one or the other, but must 
analyze the specific circumstances and then decide what 
to approve and what to condemn, what to promote and 
what is deserving of further guidance. 


9. In the present family concept of contemporary youths, 
the concept of the family being an economic unit has 
widely receded, while its emotional element has greatly 
gained in importance. As to their expectations as to what 
the family should be, they very much long for a warm 
home, looking to the family to be ““a warm haven” (47.3 
percent), where they can find emotional sustenance and 
comfort. They place affectionate relations in uppermost 
place of importance for upholding family harmony. This 
love-based family concept is obviously quite different 
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from the traditional patriarchal family concept, and 
reflects the function of family in modern society, and is 
also conforming with the historical trend of develop- 
ments. However, relying merely on affection in family 
relations has also its weak points, namely if there is any 
change or deflection of emotions, the family will be in 
crisis. In recent years more and more troubled marriages 
among youths are due to just these kinds of crises. It can 
well be foreseen that with the further decrease in the 
economic functions of the family, these kinds of family 
crises will become increasingly prominent and will lead 
to an increase in the divorce rate. 


Ten Categories of Most Wanted Talents 


94CM0317A Shanghai SHEHUI [SOCIETY] 
in Chinese, No 112, May 94 pp 14-15 


{Article by Li Yongqiao (2621 3057 5062): “China 
Urgently Needs Ten Categories of Talents”} 


[Excerpt] China’s Present Acute Shortage of Talents 


As recently revealed by China’s largest talent market, the 
talent market of Beijing Municipality, statistics for the 
entire year of 1993 show that Mainland China has ten 
categories of specialized talents where the supply- 
demand disparity is acute and conspicuous, and where 
supply exceeds demand. 


First category: economic marketing specialists. This 
comprises marketing in the various markets, marketing 
of technological products, and the marketing of all kinds 
of commodities The proportion between the social 
demand by enterprises, public institutions, and other 
economic entities that approach the talent market in 
search of “precious ones” to hire and the number of 
talents that register at the talent market as seeking 
employment in the said category is 100 to 10.7, the gap 
to social demand is a startling 90 percent. 


Second category: economic communications specialists. 
This comprises wire communications and wireless com- 
munications, and also maintenance and development. 
The proportion between social demand and the number 
of talents having registered at the talent market as 
seeking employment is 100 to 12.4, the gap here being as 
high as 87.6 percent. 


Third category: artistic advertising specialists. This com- 
prises the designing, planning, persons with creative 
ideas, as well as persons versed in the advertising busi- 
ness. The proportion between social demand and num- 
bers of talents having registered at the talent market as 
seeking employment is 100 to 13.8, the gap here being 
86.2 percent. 


Fourth category: public relations specialists. This com- 
prises specialists in enterprise operations, policy plan- 
ning, consultations, establishing contacts, organizing, 
developing, etc. The proportion between social demand 
and the number of applicants is 100 to 21.5, the gap here 
being 78.5 percent. 
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Fifth category: computer specialists. This comprises soft- 
ware processing, hardware use, automation technicians, 
etc. The proportion between social demand and the 
number of applicants is 100 to 30.1, the gap here being 
69.9 percent. 


Sixth category: construction engineers. This comprises 
designing, project budgeting, interior decoration for 
industrial and civilian use structures. The proportion 
between social demand and applicants is 100 to 332.3, 
the gap here being 67.7 percent. 


Seventh category: management specialists. Here the 
shortage is especially crucial for top management talents. 
The proportion between social demand and the number of 
applicants is 100 to 35.6, the gap here being 64.4 percent. 


Eighth category: word processing secretarial specialist. 
This comprises people capable of secretarial work in 
Chinese and foreign languages. The proportion between 
social demand and the number of applicants is 100 to 55, 
the gap here being 45 percent. 


Ninth category: machine building and designing special- 
ists. The proportion between social demand and number 
of applicants is 100 to 73.4, the gap here being 26.6 
percent. 


Tenth category: financial and economic accounting spe- 
cialists. This comprises financial and economic 
accounting, auditing, teller duties in industrial and com- 
mercial enterprises as well as in public institutions. The 
proportion between social demand and number of appli- 
cants is 100 to 74, the gap here being 26 percent. 


The fact has to be pointed out that the absolute numbers 
for shortages in the above-mentioned categories are 
huge. For the talent market of Beijing Municipality 
alone, statistics show a demand in 1,700 units investi- 
gated amounting to 16,633 persons, and there is an 
especially pressing demand for over 4,000 particular 
specialists, and this is merely a small reflection from 
some enterprises and public institutions within all of 
Beijing Municipality. It must be further explained that 
judging by the statistical data from talent markets and 
regulatory exchanges recently operated in various local- 
ities of China, also arranged within their own systems in 
central government ministries and commissions, an 
eager search for talents in the above-mentioned ten 
categories is now going on everywhere. The demand is 
enormous, and the entire supply-demand disparity is 
very prominently evident. The supply of talents amounts 
overall to only about one-third of the social demand, 
which is more or less the same situation as in Beijing. 


it Does the Shortage in These Ten Categories Tell 
s? 


From the pressing and acute demand-supply disparity in 
the ten categories of talents, that has now arisen in 
China, it is not difficult to conclude the following: 
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First, China is now taking strides and unswervingly 
advancing from the planned economy system to the 
system of market economy. This is an arduous transi- 
tion, but it is also a move from which there can be no 
turning back and no reversals, as China is now making 
supreme efforts to establish a sound and perfect system 
of market economy. 


Second, China is now attempting to catch up with the 
international trend, making great efforts to join up with 
the international markets. It is bidding farewell to being 
a secluded and uninformed country, under the system of 
natural economy. It is now most eager to open its gates, 
cordially approaching and embracing the wonderful 
world outside, pursuing and welcoming the ever more 
rapidly changing information era. 


Third, China is in the process of advancing from a 
traditional agricultural economy to an advanced indus- 
trial economy, and enormous and profound changes are 
occurring, or have already occurred, in mentality, in 
human relations, etc. While we are still maintaining a 
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considerable measure of Chinese culture and of the 
Confucian society, which is in our blood and close to our 
hearts, China is now “shifting track” toward a society of 
contract relations. 

Fourth, China is fully asserting the excellent historical 
characteristic of the Chinese nation of willingly 
accepting, absorbing, and digesting whatever it finds 
superior, more advanced, and beneficial for itself, be it 
hardware or software. China, at the same time, also urges 
its intelligent and talented citizens to be more 
resourceful and astute, give attention to management, 
and to devote themselves more to scientific and artistic 
matters, striving to change the former benighted and 
ineffectual ways and striving to achieve, or to newly 
create, the greatest beneficial gains within the limits of 
possibility. 

Fifth, China’s rapid economic growth during the last 
10-odd years has made China a “large land of human 
industry,” and that too has made the need for talents so 
much more pressing. [passage omitted] 
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‘Prowess’ of Rapid Reaction Unit Detailed 


94CM0330A Guangzhou GUANGZHOU RIBAO 
in Chinese 15 May 94 pp 1,2 


[Article by Zheng Suiping (6774 4482 1627), Li Bosong 
(2621 2672 2646), and Guo Jinlong (6753 6855 7893) 
titled: “Sharp Sword of Southern China”™] 


[Text] Recently, over 300 Hong Kong individuals came 
to see a certain Guangzhou Military Region rapid reac- 
tion unit, and after observing this unit’s training results 
and reporting on them. they dubbed the forces “Fierce 
Tigers on Land, Eagles in the Sky, and Flood Dragons on 
the Sea.” As a result of this, this reporter visited our 
Army’s Third Rapid Reaction Unit. 


Skilled Troops Unbeatable 
Here are two drill scenes that strike fear in one’s heart: 


Bang! Three green colored signal flares rise into the sky. 
A helicopter rises towards the boundless canopy of the 
sky, carrying “Red Army” soldiers in full battle regalia. 
They fly for more than 10 kilometers before their silver 
parachutes float towards a heavily fortified “Blue Army” 
airfield. After landing, they rapidly close in on the 
control tower, following along water pipes, they clamber 
up the corner wall to the tower top, vying with the “Blue 
Army” in a struggle to occupy the navigation tower, and 
seize the radar warning system. At the same time, two 
helicopters quietly approach the airfield overhead, and 
dozens of assault troops clad in multicolored uniforms 
pour out of the helicopters’ passenger compartments, 
working in concert with the advance squad, using var- 
ious types of firearms to destroy key targets such as 
electrical power supplies and oil depots. Then, under the 
protection of cross fire, the “Red Army” fighters attack 
and then retreat. clambering up a rope ladder into the 
helicopters hovering overhead. Flying away from the 
scene, they detonate remote controlled cluster charges 
well laid in advance, leaving the “Blue Army” hangars 
and control tower engulfed in a sea of flame. 


Midnight. The South China Sea. pitch dark, fierce waves 
roaring. The island landing and reconnaissance opera- 
tion codenamed “Operation Zero Point” has begun. The 
small squad responsible for the reconnaissance mission 
discovers a “Blue Army” transport ship on the sea, and 
the assault ship speeds forward; like a lizards they 
clamber onto the deck, and after a fierce struggle they 
seize and occupy the transport ship, and use this vessel to 
deliver troops quickly to enter the target area, then, 
swimming 4000 meters in full battle gear, under the 
support of rumbling artillery, with one fell swoop they 
attack and occupy the “Blue Army” island. Subse- 
quently, they move to a desolate and uninhabited island, 
catch snakes and eat rats and wild fruit to ease their 
hunger, and start an arduous drill on struggling to 
survive on an isolated island. 


Thoroughly Tempered 

To suit the needs of modern warfare, we must establish 
a rapid reaction force with its own characteristics. Fol- 
lowing the rapid reform sweeping over Fuzhou, our 
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army’s first rapid reaction emerged in response to the 
times at a certain place called Lingnan. Through spring 
and winter, the changing of the seasons, it is now already 
an awe-inspiring symbol, the “Sharp Sword of Southern 
China,” the image of the PLA’s powerful presence. No 
wonder a foreign military visitor who witnessed the 
graceful bearing of the officers and men of this unit 
afterwards had this acclaim: “The valor of China’s 
soldiers can be called first-class.” Who knows the 
amount of blood and sweat of our warriors that lies 
behind the term “first-class.” 


Shaking hands with these soldiers, you feel very strange. 
A normal person has a palm that has thick calluses, but 
the back of their hands have the same degree of thick 
calluses as their palms. Originally, pushups were nor- 
mally done with palms touching the ground, but they 
must do them with the fists touching the ground, or do 
one armed pushups, in order to practice their hand skills. 
Here you can see that the soldiers training greatly 
exceeds that of the average person, and according to the 
introduction, the training of rapid reaction force 
involves reconnaissance, demolition, parachute 
jumping, swimming, multiple capabilities in shooting, 
vehicle driving, wrestling, living off the land, etc, and 
include the top one hundred subjects of the three forces, 
Army, Navy, and Air Force. The contents of these classes 
are varied, and difficult, and are without equal in the 
entire military. The training standards of officers and 
men are also uniquely high, and uniquely high in inten- 
sity; when it comes to firing alone, normal troops with 
light weapons complete four drills, while they must 
complete six drills, and also must master firing tech- 
niques with ten types of light and heavy firearms, such as 
pistols, bazookas, 82 mortars, and grenade launchers. 
Now, each and every officer and men of the rapid 
reaction force possess skills out of the ordinary, and are 
not only able to disperse and engage in fist fighting, 
handle weapons and operate artillery, but are also able to 
swim on the sea, fly through the air, and become worthy 
of the names “tiger, dragon, and eagle.” 


Here are the warriors who are all the most outstanding of 
soldiers. Driving team head Liang Tanbiao [2733 1086 
1753] drives cars, and can also walk an iron rail; in 
shooting, he has twice obtained the winner’s laurels. He 
uses an 82 recoilless rifle shoulder fired from 250 meters 
and can hit the target posted on a small tree; in rifle three 
posture rapid firing, he shot 30 bullets in three seconds 
and scored 279. This superb skill is not easy to achieve. 
In order to drill in handling rifles, he hangs a canteen on 
the end of the gun, and practices, from an empty canteen 
to a full canteen, from one canteen to two canteens, from 
maintaining for two seconds to maintaining for 20 
seconds; he practices shooting from a kneeling position, 
continuously practicing until his four limbs are numb, 
his knees are worn out and his shoulders swollen, blood 
forms scabs, and thick calluses build up on his hands. 
Every time he leaves the drill field, his hands ache and he 
cannot pick up a rice bowl. 
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He is an expert climber, and prances like a nimble 
monkey, flying along swiftly like lightning. It is hard to 
imagine that this 1.63 meter young fellow was originally 
gentle and quite orderly. He actually relies on his own 
hard work, courage, and resoluteness and tenaciousness, 
to successfully seek high difficultly courses such as 
“sliding down a 100 meter suspended rope’’ and 
“descending sideways on a rope suspended from a hov- 
ering helicopter.” 


He has also been a champion in the so-called “*Wild 
Horse” 400 meter hurdles (obstacle course) and squad 
leader Zhang Yingqiang [1728 2019 1730]. Within the 
space of one year and four months he twice broke 
records, while in the military region obstacle course 
contest he achieved the best results, taking the record 
from one minute 29 seconds down to | minute 28.02 
seconds. The hardships and suffering are all deeply 
engraved on his 16 pairs of tattered military shoes and in 
the numerous scars on his body. 


A master of military accomplishments, squad leader 
Liang Jianhong [2733 1696 1347] is invulnerable. His 
body can take blows of 100 kilograms on any muscle. 
Indeed, this “military education chief” leads his com- 
rades-in-arms in drills such as “iron sand palm,” “iron 
head skills,” and “‘smashing bottle skills.” 


Ring the Bell, Let the Competition Begin 


The officers and soldiers of the rapid reaction force 
expend effort beyond normal levels and have skills that 
exceed all, winning honor that draws admiration: over 
the past several years, they have produced in succession 
10 military region and whole army outstanding “four 
skill” instructors; more than 400 drill “cream of the 
crop” soldiers have come to the fore while drill pace 
setters have obtained 25 drill reform results, and on four 
occasions during general headquarters and military 
region drill examinations, they have received out- 
standing marks. 
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Recently, the Guangzhou Military Region gave their 
Rongji Collective a Merit Citation Class III. When it was 
time to leave this unit, this reporter also heard about the 
following event, which will perhaps be of some assistance 
in understanding the soldiers of this unit. Last year, a 
certain Hong Kong television station broadcast a 20 
minute special, which gave a detailed report on a com- 
petition story involving Li Gengfu [2621 1649 1381] and 
a Shaolin Buddhist monk. Li was a squad leader of a 
certain rapid reaction force, a famous military all-around 
champion, Second Level Outstanding Service winner. In 
1991 he quit the force, and was recruited by the Public 
Security Bureau of a certain city in Guangdong Province. 
Not long after, he took up the post of municipal defense 
brigade instructor, and taught along with a certain Sha- 
olin monk. The Shaolin monk was sizing up this former 
soldier ten years his junior, and was not ready to give in 
to Li. Finally one day, the Shaolin monk sought out the 
responsible leadership, and wanted to have a competi- 
tion with Li Kangfu, with the winner remaining, and the 
loser departing. They wrestled, flew in a plane and 
parachuted, and came out even; they then had light 
weapon shooting, and the Shaolin monk had a frightened 
look on his face, and failed to grasp the main points. Li 
Kangfu shot with great precision, every shot was true; the 
formation was his. The Shaolin monk first poked this, 
then grabbed that piece, tossing about half the day, while 
the unit remained “one continuous line.” When Li 
Kangfu took the field, the line parted, and with one word 
of command, his stentorious voice deafening the ears, 
the team members neatly lined up before one’s eyes. 


The Shaolin monk felt ashamed of his inferiority, and 
submissively admitted defeat. 


The state of military prowess is strengthening the might 
of the military. These are the soldiers of our rapid 
reaction units. 
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Ningxia Provincial Procuratorate Work Report 


94CM0324A Yinchuan NINGXIA RIBAO 
in Chinese 13 May 94 p 4 


{Article by Autonomous Region Procurator General Ma 
Zhao (7456 6856): “Ningxia Hui Autonomous Region 
People’s Procuratorate Work Report (Abstracted from 
the 15 April 1994 Second Session of the Seventh Auton- 
omous Region People’s Congress)”’] 


[Text] [Excerpts] I. Persist In Implementing the Party 
Central Committee and Regional Party Committee’s Uni- 
fied Anti-Corruption Struggie and Concentrate Efforts On 
Investigating and Handling Such Major Crimes As 
Embezzlement and Bribery 


In 1993 procuratorial organs throughout the region 
received clues reported by the masses on a total of 611 
economic crimes such as embezzlement and bribery, a 
22.7 percent increase over 1992. They filed and investi- 
gated 247, an 11.3 percent increase over 1992. Of the 
cases that they filed and investigated, 154 were embez- 
ziement and bribery cases, a 22.2 percent increase over 
1992; 88 were major cases for 10,000 yuan or more; 65 
were for diverting public funds; 16 were for evading 
taxes or resisting taxes; and 5 were for counterfeit 
trademarks. Eight of those investigated and prosecuted 
for committing the crimes described above were county 
department level cadres. For the year altogether 117 
people were indicted in people’s court for various crimes 
described above and 87 avoided indictment, a 24.3 
percent decline from 1992. By handling the cases, the 
equivalent of 4.7764 million renminbi was recovered in 
funds and goods. 


After the Second Session of the Central Disciplinary 
Commission last August, with the unified leadership of 
party committees at every level and with the supervision 
and support of people’s congresses and their standing 
committees at every level, the attitudes of procuratorial 
organs at every level throughout the region were resolute, 
their activities were swift, and they adopted a series of 
measures. Reporting was enhanced and the reporting 
telephone number was once again announced to society. 
A great deal of effort was exerted to engage in publicity 
activities and convene news conferences to make special 
reports on the anti-corruption struggle and to arouse the 
enthusiasm of numerous cadres and people for reporting. 
Initial investigation of clues in major cases and leader- 
ship of upper echelon procuratorates toward lower ech- 
elon procuratorates’ investigation and handling of major 
cases have been enhanced and unified direction and 
coordination of investigations has been strengthened. A 
responsibility system for procurator generals’ handling 
of cases has been implemented and interference and 
obstruction in the handling of cases has been eliminated. 
Investigation and handling of major cases have achieved 
a certain amount of success and localities throughout the 
region have exhibited a good tendency to intensify the 
anti-corruption struggle. First the receipt of clues 
reported in major cases has greatly increased. Second 
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there is a pronounced emphasis on reporting. Third, 
numerous cases have been broken, the number of cases 
filed has increased, and a number of major cases have 
been investigated and prosecuted. Procuratorial organs 
are concentrating their efforts on investigating and han- 
dling major cases, giving impetus to the intensification 
of the anti-corruption struggle. 


(1) A batch of cases for such things as embezzlement and 
accepting bribes on the part of party and government 
functionaries, especially leading cadres, have been inves- 
tigated and handled. For example, from December 1992 
to April 1993, head of the Labor Employment Bureau 
and party branch secretary for Yinchuan City, Chen 
Fengqi, with others including head of the Agricultural 
Finance Department of the Yinchuan City Finance 
Bureau, Meng Xiansu, and head of the Unemployment 
Insurance Department of the Yinchuan City Labor 
Employment Service Bureau, Lin Lixiang, conspired to 
use their respective authority to divert more than 
100,000 yuan in public funds from their own units and 
subordinate units to the Yuxiang Electrical Appliance 
firm opened by Chen Fenggqi’s son to be used for an 
individual computer business, netting 46,000 yuan asso- 
ciated with 286 microcomputers. Chen Fenggqi’s share 
was more than 8,000 yuan. The rest was illicitly shared 
by Meng Xiansu and others. From June through July 
1993, Chen Fengqi also used his authority to give the 
Kanghua Medicine Business department of the regional 
medicinal materials company a 100,000 yuan loan from 
the Yinchuan City Labor Employment Bureau and 
assumed the | percent monthly interest of 6,000 yuan as 
his own. According to the investigation, altogether Chen 
Fengqi embezzled more than 10,000 yuan in public 
funds, diverted more than 70,000 yuan, and received 
4,000 yuan in bribes, for an illegal gain of more than 
60,000 yuan (He has already been indicted). Although 
the above criminal elements make up an extremely small 
number of party and government cadres, they have a 
very bad influence and are an extremely great danger. It 
not only directly corrupts the party style and damages 
the flesh and blood ties of the party and the government 
with the popular masses, but it also affects the general 
mood of society and affects the stability of society. So, 
anti-corruption must be stressed by leading organiza- 
tions and leading cadres and we must focus on investi- 
gating and handling cases of leading cadres from party 
and government organizations. If we discover a case, we 
must resolutely investigate and handle the case. 


(2) Embezzlement and bribery cases against a group of 
jurists and administrative law enforcement personnel 
have been investigated and handled, as in the bribery 
cases of Zhang Yaoquan, the policeman in charge of 
household registration for Yuwang Station of the 
Tongxin County Public Security Bureau and Yang Zhifu, 
on the staff of the Hexi Station. From November 
through December 1991, Zhang Yaoquan six times used 
his office to illegally process twelve non-agricultural 
household moving certificates for staff of Department 
Number 3 of the Seventeenth Railroad Bureau and 
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received 41,000 yuan in bribes. Yang Zhifu also used the 
same method to illegally process five non-agricultural 
household moving certificates and received 21,500 yuan 
in bribes (Tried for bribery and rape, they were sen- 
tenced to death). Typical administrative and law 
enforcement cases include: the case against Yinchuan 
City Industry and Commerce Bureau Motor Vehicle 
Trade Management Station accountant and cashier 
Dong Fenglan (a woman) for embezzling more than 
139,000 yuan in public funds (indicted) and the case 
against Pingluo County Taxation Bureau Market Tax 
Office assistant assessor Ma Shaoxin for embezzling 
more than 32,000 yuan in tax funds (sentenced to six and 
one-half years). The procuratorial organ investigative 
personnel and administrative law enforcement person- 
nel’s enforcement of cases of violations of the law have 
great significance for maintaining the seriousness and 
the fairness of state laws, maintaining order in state 
administrative management, safeguarding the establish- 
ment of the socialist market economic system, and 
honest law enforcement ranks. 


(3) A group of cases such as embezzlement and bribery 
occurring among personnel in finance and other eco- 
nomic management departments have been investigated 
and handled. Since the last half of last year, Ningxia 
procuratorial organs have conscientiously implemented 
the decisions of the party Central Committee and State 
Council regarding enhanced macro control measures, 
have closely coordinated with the financial system in 
rectifying financial order, and have promptly and deci- 
sively investigated and handled crimes such as embez- 
zlement, bribery, and diverting of public funds that have 
been discovered and exposed. It has been a year in which 
the greatest number of financial system cases in years 
have been investigated and handled. The investigation 
and handling of cases against personnel in economic 
management departments such as finance by procurato- 
rial organs have strongly advanced the implementation 
of major state decisions on enhancing macro controls 
and rectifying financial order. 


(4) An enormous number of major cases have been 
investigated and handled and illegal counterfeit trade- 
mark activity has been dealt a severe blow. In 1993 the 
ratio of major cases for 10,000 yuan and more investi- 
gated and handled by Ningxia procuratorial organs 
reached as high as 35.6 percent, the highest in years. Of 
those, fourteen were for from 50,000 to 100,000 yuan 
and eighteen were for 100,000 yuan and above. 


In recent years, criminal activity in counterfeit trade- 
marks and the production and sale of counterfeit, fake, 
and inferior goods have occurred repeatedly. Although 
Ningxia is an undeveloped minority nationality border 
region, the production of counterfeit goods often occurs, 
and an increasing trend has been discovered. To uphold 
consumer interests, protect normal competition, and 
safeguard the establishment of the socialist market eco- 
nomic system, Ningxia procuratorial organs have been 
strictly enforcing laws and regulations of the Standing 
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Committee of the National People’s Congress regarding 
punishment of the crime of registering counterfeit trade- 


marks and the criminal activity of producing and selling 
fake and inferior goods and have strengthened their 
“attack on fakes,” and have achieved breakthroughs. 


Generally speaking, the vast majority of party and state 
workers are honest and law-abiding and work hard for 
the people. But some seriously corrupt elements truly 
exist and we should be sufficiently aware of their harm 
and danger. Just as Comrade Jiang Zemin pointed out at 
the Third Plenary Session of the Central Discipline 
Inspection Commission, “‘The problems that have been 
exposed are serious. Corruption has extensively perme- 
ated the life of society, and has especially eroded our 
party and government organizations and cadres ranks. 
Such criminal activity as using one’s authority for fraud- 
ulent private business practices, taking bribes to bend 
the law, and demanding and receiving bribes have 
reached an alarming extent. This situation indicates that 
if we do not resolutely fight this tough anti-corruption 
fight, there really is a danger that it could destroy the 
party and the country.” 


Currently the anti-corruption struggle is going very well 
and is intensifying its development, but there still are 
quite a few problems. The main ones are: the leaders of 
some localities and departments lack the proper under- 
standing of the policy of “‘grasping with both hands and 
holding firmly with both hands.” Therefore, the anti- 
corruption effort is uneven. Some units when they dis- 
cover clues of crimes, have not forwarded them to the 
judicial organizations to be investigated and prosecuted. 
As regards the procuratorial organs themselves, some 
procuratorial organs are not sufficiently brave in impar- 
tially enforcing the law. They are afraid of running into 
trouble, are afraid of difficulties, are overcautious, delay 
action, and do not take sufficiently strong measures. The 
level of law enforcement of a few mainline police forces 
still does not meet the needs of the struggle. Their 
discovery and verification of crimes still generally needs 
improvement. Quite a few local procuratorates urgently 
lack funds for handling cases and their transportation 
and technical equipment is backward, hindering the 
smooth investigation and handling of large and impor- 
tant cases. These problems and difficulties should be 
solved in future work. In sum, we should affirm our 
success, look at the problems, review our experience, 
maintain clear heads, and continue to put forth an effort 
to do an even better job in the anti-corruption struggle. 


II. In Accordance With the Law Severely Strike Out At 
Serious Criminal Activity and Maintain Political 
Stability and the Security of Society 


In the past year, with the leadership of the party com- 
mittees at every level and the supervision and support of 
the National People’s Congress and its Standing Com- 
mittee, Ningxia procuratorial organs and other adminis- 
trative and judicial organizations together have strength- 
ened their attack on crime and overall efforts for the 
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security of society, engaged in various forms of “‘strictly 
attack”’ struggles, and dealt appropriately with cases with 
rather great influence and maintained political stability 
and social order in the region. From January through 
December, throughout the region procuratorial organs 
altogether received requests for approval of the arrests of 
3,824 criminals submitted to them by public security 
organizations. They approved the arrest of 3,287. They 
received cases for indictment of 3,841 criminals brought 
by public security organizations and indicted 3,047. 


Serious criminal activity has always been one of the hot 
problems in recent years. We have given a great deal of 
attention to this and all along severely attacking serious 
criminal activity also has been an important task for 
procuratorial organs to grasp. In close cooperation with 
such administrative and judicial organizations as public 
security and the courts, they have launched concentrated 
attacks in many forms and concentrated rectification 
activities aimed at outstanding problems in criminal 
activities. Procuratorial organs at every level have fully 
performed their functions and in accordance with the 
law have persisted in serious and swift policies and the 
principle of “clarifying the basic facts and authenticating 
the basic evidence.”’ They move up their involvement in 
public security organizations’ reconnaissance of espe- 
cially serious cases and pre-trial activities and promptly 
approve arrests and indictments in serious cases where 
the public security organizations request approval of 
arrests and bring the criminals for indictment, making 
quick arrests and quick indictments. In two stages of 
concentrated unified action, procuratorial organs 
throughout the region altogether approved the arrest of 
2,321 criminals and intervened ahead of time in 68 
especially important cases of 158 people. 


While engaging in the “severely strike” struggle, procu- 
ratorial organs at every level have vigorously imple- 
mented other procuratorial sector measures to bring 
overall order to society. Actively quelling turmoil and 
engaging in key controlling activities in regions, sectors, 
and sections with rather numerous problems, combining 
attacking with quelling turmoil. By such means as out of 
court public prosecution, public exemptions from trial, 
and going to middle schools and elementary schools to 
lecture on the legal system, they use cases to speak about 
the law and publicize the legal system. In handling cases 
they pay attention to discovering hidden troubles in 
relevant unit management and promptly making procu- 
ratorial proposals, supervising and urging, and plugging 
loopholes. They attach importance to and improve the 
trying of juvenile criminal cases, paying attention to 
reflecting such policies as “education, guidance, and 
redemption.” By these efforts, they achieve good social 
results in such aspects as eliminating various unstable 
factors, preventing and reducing crime, and maintaining 
order in society. 


Maintaining the nation’s political and social stability are 
important guarantees of grasping the opportunity to inten- 
sify reform and promote development. Currently social 





MILITARY, PUBLIC SECURITY 53 


order in Ningxia is generally stable, but the public order 
situation still is grim. Disorderly forces and disorderly 
elements are stepping up destructive activities and major 
vicious criminal cases are increasing. In some places 
problems quelling turmoil are pronounced. The intensifi- 
cation of reform involves the adjustment of interest rela- 
tions and can give rise to new contradictions and prob- 
lems, and unstable elements can increase. In the efforts, 
the problem of weak attacks on criminal activities still 
exists in some places. So, the task of maintaining stability 
is extremely arduous. We should fully utilize the important 
function of the tool of people’s democratic dictatorship, 
closely coordinate with such departments as public secu- 
rity and the courts, resolutely attack in accordance with the 
law various counterrevolutionary crimes that endanger 
national security and serious crimes, properly deal with 
contradictions among the people, strive to maintain 
national political and social stability, and create an 
ordered and stable social environment favorable to reform, 
opening up, and modernization. 


III. Enhance Law Enforcement Supervision, Promote 
Strict Law Enforcement 


To counter the pronounced problems of having a law, 
but not following it, not strictly enforcing laws, and not 
investigating violations of law that exist in the develop- 
ment of the legal system, since last year, we have 
achieved new progress in vigorously promoting strict law 
enforcement, stressing our own strict law enforcement, 
and enhancing our supervision of the law enforcement of 
other departments. 


(1) Enhance investigation supervision, stressing the 
problem of having crime, but not investigating and 
substituting fines for punishment. Ningxia procuratorial 
organs at every level in accordance with the law strin- 
gently fulfill their legal supervision duties regarding 
public security organization investigations. In investi- 
gating arrest approvals and investigating indictments, 
altogether they have decided to pursue arrests for 35 
criminals and to pursue indictments for 17 criminals. At 
the same time, they have promptly proposed corrective 
suggestions in situations where the investigation violated 
the law. 


(2) Enhance supervision of criminal procedures, 
stressing refusals for such mistaken judgements as guilty 
judgements when the person is not guilty, and serious 
crimes and light judgements and light crimes and serious 
judgements. In 1993 procuratorial organs throughout the 
region refused a total of twelve cases where the criminal 
judgement was definitely wrong. At the same time, they 
promptly made corrective suggestions in situations 
where the judgements violated the law. 


(3) Enhance judicial and disciplinary supervision, 
emphasizing the investigation and handling of “five 
kinds” of cases that have a bad influence on the region, 
where the masses report that force was used to exert a 
confession, irregularities for personal benefit, illegally 
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taking into custody, dereliction of duty, and major 
accidents involving criminal liability, especially the 
major cases among these. In 1993 throughout the region, 
procuratorial organs filed, investigated, and prosecuted a 
total of 71 judicial and disciplinary cases, of which seven 
were especially serious. 


(4) Civit administrative prosecutions, supervisory pros- 
ecutions, and prosecutions of appeals have been further 
improved. 


Prosecutorial organs by stronger law enforcement super- 
vision have produced positive results promoting strict 
law enforcement by relevant departments, ensuring that 
state laws are uniformly and correctly implemented, and 
safeguarding citizens’ democratic rights and personal 
rights. Currently, the new situation of establishing the 
socialist market economic system urgently demands 
stronger law enforcement supervision and establishing 
the authority of national laws. So, we must further 
strengthen legal supervision. [passage omitted] 


Work Report of Ningxia Provincial Higher 
People’s Court 


94CM0325A Yinchuan NINGXIA RIBAO 
in Chinese 8 May 94 p 3 


[Article by Zou Xianchao (6760 3759 2600): “Work 
Report of the Ningxia Hui Autonomous Region Higher 
People’s Court (Abstract)—Presented 15 April 1994 at 
the 2d Plenary Session of the Autonomous Region’s 
Seventh People’s Congress’’] 


[Excerpt] I. Maintaining regional political and social 
stability through a severe attack on serious criminal 
activities 


In 1993, courts throughout Ningxia constantly adhered 
to the principle of “working with two hard hands” in a 
severe attack on serious criminal activities. During the 
year they accepted for trial a total of 3,123 criminal cases 
for first hearings, an increase of 11.11 percent over the 
year before, and settled 3,057 cases. Sentences were 
handed down in 1,838 cases involving 2,882 people. 
Among these, 31.2 percent were sentenced to over five 
years imprisonment, life imprisonment or the death 
penalty (including death penalty stays of execution). Of 
the cases, 98.19 percent were tried and settled within the 
legal schedule. Punishing criminal offenders in the peo- 
ple’s courts in accordance with the law plays a positive 
role in strengthening the comprehensive treatment of 
society, maintaining social stability, protecting reform 
and opening and smoothing the process of economic 
construction. 


Focus the attack on key points, to strengthen the force of 
the attack. People’s courts at every level throughout the 
region have all along regarded such crimes as murder, 
robbery, rape, bombing, gang activity, serious banditry, 
“gangsters on transit and highways” as well as such 
offenses as drugs, damage to transport, telecommunica- 
tions and electrical equipment, etc., as focal points for 
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attack, and are punishing them sternly and as promptly 
as possible under the laws. In 1993, the region’s courts 
sentenced and brought into legal effect 2,557 criminal 
offenders who had critically damaged the security of 
society. Among them, 815 received sentences ranging 
from more than five years imprisonment to the death 
penalty (including death penalty stays of execution). 
This was a strong attack on serious criminal offenders, 
with good results for society. 


Vigorously apply special project treatment, to promote the 
lasting stability of security in society. 


In recent years, there has been an upward trend in such 
crimes as banditry, assault, robbery, gangsterism, and 
drug offenses. This has seriously harmed people’s pro- 
ductivity and lives. Last year, each level of the people’s 
courts cooperated closely with public security and pros- 
ecution organs to carry out such activities as “launching 
a stern attack for 100 days,” in the region, initiating 
special project treatment and sternly attacking these 
criminal offenses. In 1993, cases of banditry which were 
accepted, tried, and settled at the first trial throughout 
the region rose by 17.27 percent and 18.5 percent, 
respectively, and there was a 5.3 percent increase in cases 
where the guilty received sentences ranging from prison 
terms to the death penalty. There was a considerable 
increase from the year before of acceptance, trial and 
resolution at the first trial of robbery, gang activity, 
assault and drug cases, a significant increase in the force 
of the attack. They also implemented special project 
treatment in counter banditry and prohibited drugs, etc., 
containing the expanding trend of serious criminal 
offenses. 


Maximized the role of trials and sentencing, vigorously 
handling comprehensive security in society. Last year, 
every level of people’s courts in our region regarded the 
work of handling society’s comprehensive security as an 
important task, as they sternly punished criminal 
offenders in accordance with the law. One way they did 
this was by carrying out publicity and education 
regarding the legal system through public trials, public 
sentencing and explaining the law through cases, etc., 
thereby strengthening citizens’ legal understanding. For 
a year, courts throughout the region handed down a total 
of 88 public sentences involving 435 cases and 808 
persons, with 770,000 people attending the hearings. A 
second way was by strengthening law enforcement work. 
For one year, the courts at each level submitted more 
than 100 suggestions to relevant departments and work 
units concerning strengthening administration, filling in 
the gaps to form a complete system corresponding to 
problems that have been found through trials and sen- 
tencing. Most of these suggestions have been accepted. A 
third method has been to further strengthen the court’s 
work with teenagers. Courts in each locality carried out 
professional training of especially selected jury members 
in teenage criminal trials, to improve their ability in 
case-handling and enable them to do a good job of 
helping and educating young people, preventing and 
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reducing teenage crime. A fourth method has been to 
continue implementing the policy of merging specialized 
Organizations with the mass line, and in those places 
which have the conditions, appropriately sentencing 
those guilty of less serious crimes to probation and 
surveillance. Last year a total of 429 criminal offenders 
were given probation and put under surveillance, relying 
on the masses to strengthen the education and reforma- 
tion of these criminal offenders. A fifth method has been 
for a judge to reduce a penalty or release the offender on 
probation. Last year there was a total of 966 cases of 
reduced penalties, and 69 cases of probationary release. 
Method six is to further strengthen the people’s courts 
and the supervisory work of people’s mediation organi- 
zations. To enhance the people’s courts’ trial forces, 
these provided timely mediation and handled a great 
many civil cases and economic disputes in accordance 
with the law. This deterred conflicts from worsening and 
reduced the number of violations of the law. Meanwhile, 
the people’s courts strengthened their supervision of 
mediation organizations, and promoted the comprehen- 
sive handling of security in society. Our regional courts 
also successfully tried and handled the armed violence in 
Xiji. 


II. Sternly attack serious economic crimes to promote 
further implementation of the anti-corruption struggle 


In 1993, people’s courts at every level throughout the 
region further carried out the struggle of sternly attacking 
serious economic criminal activities in accordance with 
the specific anti-corruption plan of the central govern- 
ment and the autonomous regional party committee. 
Last year, they accepted a total of 117 economic criminal 
cases for first trial, and tried and settled 116 cases. 
Among these, 28.04 percent resulted in sentences 
ranging from more than five years imprisonment to the 
death penalty; 59 persons were sentenced to prison terms 
of less than five years, mandatory labor, or placed under 
surveillance. 


Since July of last year, the region’s people’s courts at 
each level have adopted a series of measures, concen- 
trated their forces, organized conscientiously, and given 
considerable attention to trial and sentencing in key and 
big cases involving economic crimes. In one year, 29 
cases involving 31 persons (including one in the depart- 
ment head level) and involving more than 100,000 yuan 
were sentenced and brought under the law’s effect. 
Among these, there were five major cases involving five 
persons and more than 100,000 yuan. In the course of 
meting out stern punishment for economic crimes, the 
people’s courts have insisted on sternly punishing 
workers in party and administrative organizations, law 
enforcement departments and administrative legal exe- 
cution departments who engage in graft, take bribes and 
divert public funds. Last year, a total of 45 persons were 
sentenced for these several criminal offenses. One of 
these was the Fan Zhongli [5400 1813 4409] the Ningxia 
Foreign Trade Transportation Company's deputy gen- 
eral manager (assistant department head level) grafted 
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70,000 yuan in public fund and diverted over 20,000 
yuan. This criminal offender was found guilty of several 
crimes, and was sentenced to 15 years imprisonment. 
Another was a cashier at the Wuzhong Construction 
Materials Plant, Zhuang Xudong [8369 2485 2639]; 
taking advantage of his position, through such measures 
as hiding receipts, not making account deposits, pri- 
vately withdrawing staff salaries, etc., grafted and 
diverted 120,000 yuan in public funds. He was sentenced 
to the death penalty with two years’ probation. 


III. They have maximized the role of economic trials in 
regulating economic relationships, to promote the 
establishment and development of the socialist market 
economy. 


With further reform of the economic system and the 
establishment and development of the socialist market 
economy, there has been a further expansion of the areas 
in which the people’s courts regulate economic relation- 
ships through trial and sentencing. In 1993, the courts 
accepted and heard a total of 2,339 cases of economic 
dispute, an increase of 12.74 percent over the year 
before. They tried and settled 2,159 cases, litigation 
which involved a total of 136.66 million yuan, a 9.46 
percent increase over the year before. 


They further corrected the oversight concepts in trial and 
sentencing work, enthusiastically widening the areas and 
channels which serve the market economy. In the past 
year, each level of people’s courts in the region have been 
enthusiastically adopting various effective measures to 
widen the scope and channels of their services. One 
measure has been to summarize and exchange their 
experiences in pushing the development of their service 
work to a deeper level. At various times last year we held 
a conference, a forum, and a regional court directors’ 
forum, to exchange experiences on how regional court 
trial and sentencing work can serve economic construc- 
tion. These three educational conferences firmly estab- 
lished among all cadres and policemen the idea that 
judicial work serves the market economy by comprehen- 
sively summarizing and exchanging the successful expe- 
riences of courts which have served economic construc- 
tion work in our region in recent years, analyzing and 
studying existing problems, and making suggestions on 
measures for resolving problems. Another measure has 
been to strengthen investigation and research work, 
while solidifying the law enforcement liaison system. 
Last year, each level of people’s courts in the region went 
to the grass roots level and widely carried out investiga- 
tions and research, studying and promptly resolving new 
situations and problems which appeared in service work. 
They improved and perfected the law enforcement 
liaison system, and provided timely and effective legal 
services. A third measure has been to further strengthen 
the mediation centers for economic property disputes, 
enthusiastically mediating and handling disputes over 
economic property for the convenience of the masses. 
Last year the courts’ mediation centers mediated and 
handled a total of 1,339 cases of economic property 
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dispute throughout Ningxia, with a total amount of 
57.79 million yuan in money resolved. 


Strengthened financial dispute litigation, providing law 
enforcement guarantees for the state’s macroregulation. 
Last year, people’s courts at each level in the region dealt 
with the chaotic situation regarding debts. In instances 
where overdue loans could not be collected, they put 
major efforts into special project judicial activities 
aimed at getting these overdue loans repaid in recent 
years. Last year they tried and settled a total of 597 
contract dispute cases, an increase of 33.25 percent over 
the previous year. A total of 36.11 million yuan was 
involved in these disputes. 


Strengthened purchase agreements litigation. etc., to 
maintain the circulation of commodity production. Last 
year, the region’s courts tried and settled a total of 686 
cases of disputed purchase agreements, involving a total 
of 58.81 million yuan in dispute. The people’s courts also 
accepted for trial a group of cases which dealt with 
disputed construction project contractual agreements. 
Last year they tried and resolved a total of 98 construc- 
tion project contractual agreement disputes, involving a 
total of 7.12 million yuan in dispute, and maintained 
regular order in the unified and open market. 


Strengthened contractual agreement and township enter- 
prise economic litigation in the countryside, promoting a 
prosperous rural economy. Out of the stabilizing respon- 
sibility system in which the family contract associated 
with production is dominant and the dual operations 
system that encourages combining unity and separation, 
the people’s courts conscientiously tried rural contrac- 
tual agreement disputes. Last year, regional courts tried 
and settled a total of 35 cases of this kind, maintaining 
the stability of contractual agreements in accordance 
with the law. 


IV. Vigorously carried out civil and administrative 
judicial activities to protect the legal rights of citizens 
and corporations. 


In 1993, the people’s courts paid more attention to 
protecting the legal rights of citizens and corporations 
through such law enforcement measures as civil and 
administrative trials, and handled in accordance with 
the law a large number of cases involving personal and 


property rights. 


Truly protected the civil rights of citizens and corpora- 
tions in accordance with the law. Last year, regional 
courts accepted for trial a total of 9,788 first trial civil 
cases, an increase of 4.84 percent over the year before, 
and 64.9 percent of the total number of first trial cases of 
all kinds; of these, they tried and settled 9,608 cases. One 
thing to note in the trying of civil cases is that the 
number of divorce cases continues to rise: during the 
year they accepted 5,308 divorce cases for trial, which 
was 6.58 percent more than the year before; they tried 
and settled 5,149 cases, a 5.83 percent increase over the 
previous year. Another thing is that there has been a 
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large increase in compensation cases: during the year 
they accepted for trial a total of 1,315 injury compensa- 
tion cases, 12.01 percent more than the year before; they 
tried and settled 1,202 of these cases, an 8.76 percent 
increase over the year before. A third thing to note is that 
is in the process of developing the privately operated and 
individual economies, debt cases among the people are 
rising by the year. Last year, courts in the region 
accepted for trial a total of 2,577 debt cases among the 
people, then tried and settled 2,328 of these cases. A 
fourth is the significant increase in new types of cases 
with greater social impact, involving such personal rights 
as reputation rights, title rights, etc. Last year, courts in 
the region accepted for trial a total of 52 of these kinds of 
cases, trying and settling 37 cases. A fifth is that with the 
development of the real estate industry, there has been a 
constant stream of cases related to land development, 
housing sales and real mortgages, etc. The prosecution of 
these involved large amounts of money and had complex 
legal relationships. Last year, courts in the region 
accepted and handled a total of 218 real estate cases, 
which was a 31.32 percent increase over the year before; 
they tried and settled 201 of these cases, which was an 
increase of 29.67 percent over the previous year. 


Protected the legal rights of citizens, corporations and 
other organizations in accordance with the law, by 
upholding and overseeing the enforcement administra- 
tion of administrative organs in accordance with the law. 
Last year, the people’s courts made new progress in their 
administrative work. Last year they accepted for trial a 
total of 96 administrative cases in the first trial, and tried 
and settled 87 cases. Among these, 21.83 percent of the 
decisions of administrative organs were upheld, 39.08 
percent of the decisions were overturned or amended, 
33.33 percent of the cases were withdrawn from prose- 
cution, and 5.74 percent were handled in other ways. 
Last year, responding to applications from administra- 
tive organs, while relying on the enforcement of admin- 
istrative decisions system, the courts at the same time 
vigorously supported administrative organs in enforcing 
their administration in accordance with the law. The 
courts in the region on their own initiative contacted 
such law enforcement departments as land, transporta- 
tion and forestry, etc., to discuss with them countermea- 
sures to the difficulties involved in implementing effec- 
tive administrative decisions. Half of the grass roots 
level courts in the region have established implementa- 
tion liaison offices for transportation administration 
cases, and gave a great deal of attention to administra- 
tive organs’ applications in implementation cases. This 
allowed the implementation of a group of “old and 
difficult” administrative enforcement cases which dealt 
with damaged and occupied highways. 


Strengthened prosecution and appeals work, protecting 
the citizens’ right to bring lawsuits in accordance with the 
law. Last year, courts in the region received and dealt 
with a total of 8,989 letters from the masses, and 
received 21,778 (persons) visits. The people's courts 
conducted conscientious examination of the masses’ 
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suits or appeals, and in accordance with the law either 
promptly confirmed these cases took them up for retrial. 
Last year, in accordance with the judicial supervisory 
process, retrials were held and the sentences changed in 
a total of 103 cases of various kinds. Meanwhile, many 


courts made regulations and rules that made it more 
convenient for the masses to bring suit, improving the 
way in which cases are placed on file for investigation, 
providing definite relief of the “difficulty of suing” 
problem. [passage omitted] 
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Business Tycoon on Business-Government 
Relations 


94CM0308B Taipei HSIN HSIN WEN [THE 
JOURNALIST] in Chinese No 374, 14 May 94 pp 58-60 


[Article by T’an Shu-chen (6223 3219 3791): “Special 
Interview With Ku Chen-fu Speaking on Political and 
Commercial Families and Management Concepts— 
‘Politics’ Is To Be Used For Protection, Not To Make 
Money” 


[Text] [Excerpts] [passage omitted] 


Question: [passage omitted] Taiwan has gone through 
several changes of regime and in the current five major 
families quite a few people have fallen because of polit- 
ical factors. During the changes of regime, how have you 
made decisions and responded to the changing situation? 


Answer: Certainly we must have political relations. But 
we cannot get too involved in them. 


If you do not have political relations, you are not 
protected. However, what maintains political and com- 
mercial ties is that you should not think about using 
political relations to seize the advantage. “Politics” is 
used for protection. We should not think of using it to 
make money and we should not attempt to use it to seize 
the advantage. This is extremely important. 


I would absolutely not use politics to earn money for 
myself. In our overseas relations, for example, they say 
that in my relations with Japan, no one in Taiwan can 
compare with me. But I do not have any personal 
business with the Japanese, the Japanese and I have no 
partnerships, and I have not earned them a bit of money. 
If because of “relations,” I fell into it, it would be a 
nuisance. [passage omitted] 


You want to be understood that in your relations with 
the government or authorities, it is only that you help 
them, it is not that you demand from them. This is 
extremely important. With Chinese if you do not 
demand from them, they will respect you. 


If you go to them demanding “help,” it is a mistake. So, 
in speaking about political relations, we should be able to 
strengthen ourselves, we should have a little of our own 
strength. Moreover, we can only use this strength to help 
the government and work with the government. 
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We are by no means saying to use governmental relations 
to try to get something. So, no change of regime can have 
an effect. 


Question: It is believed that no one in the country can 
compare with your relations with Japan. However, it has 
been a while since the restoration period, but why when 
Taiwan restored relations with Japan were you able to 
immediately make contact with Japan. After all, how 
were those relations maintained? 


Answer: At the time that they were first restored, cer- 
tainly we had to stop! But you should know that relations 
between Taiwan and Japan could not be severed. 


Moreover, when the government requires, can you think 
about yourself? This is a matter of haste makes waste. 
This was a catch up period. When people thought about 
Japan, they thought about you. 


Relations with Japan are very long-standing. In these 
relations we are not talking about the ten some or twenty 
years that they may have been broken. Because these are 
people to people relations, they are not relations for gain 
or loss. Ours are gentlemen’s relations and should be as 
pure as water and they can flow a long way like trickling 
water. This is very important. I do not have any 
demands, what would I demand? 


Question: Actually, relations with Japan should have 
quite a few close connections with domestic political and 
commercial families. How is it that the Kuomintang 
government only selected you to maintain good relations 
with the Japanese? 


Answer: I did not know this. I still do not really know 
how to answer. [passage omitted] 


However, what I mean is that we certainly should 
maintain good governmental relations, and not just with 
our own government. Even if our overseas relations are 
this way, I am still like that now. 


If you collude with someone, for example, if you collude 
with a certain president of the Executive Yuan for some 
benefit, some day people will know! At that time 
everyone could be hurt. You should know that politics 
can always change, but we cannot change. We should fix 
our position and we should not act rashly. 


This is very much related to education and whether or 
not we can catch up with the times. You must be able to 
grasp the situation and then catch up with the times. 
[passaage omitted] 
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Article Views Post-1997 Sino-Hong Kong Ties 


94CM0322A Hong Kong PAI-HSING [THE PEOPLE] 
in Chinese No 43, 16 May 94 pp 18-20 


{Article by Ch’iu Yung-han (6726 3057 3352): “What 
Course Will Hong Kong Follow After 1997?—The Key 
Turning Point in Hong Kong’s Fate Approaches”’] 


[Excerpts] Editors note: [passage omitted] In light of the 
tense situation in Hong Kong, Mr. Ch’iu has published an 
editorial in the May issue of his magazine, TS’'AI HSUN 
[WEALTH MAGAZINE], objectively critiquing future 
Sino-Hong Kong relations. As this editorial has great 
reference value, we are reprinting it specially for our 
readers. 


With only about three years to Hong Kong’s deadline to 
return to Chinese sovereignty, that key turning point in 
Hong Kong's fate is drawing ever closer. As to how Hong 
Kong will change after it comes under PRC control, 
there is much debate, with the arguments differing 
sharply. While the PRC has not yet changed its familiar 
slogans of one country two systems, 50 years unchanged, 
and rule of Hong Kong by Hongkongers, it is hard to find 
a Hongkonger who is so optimistic as to believe that the 
PRC will act in accordance with its slogans. In short, it is 
most accurate and irrefutable to say that Hongkongers 
are uneasy about their future. 


The PRC’s faultfinding with the amendments to Hong 
Kong’s election system proposed by Hong Kong Gov- 
ernor Patten, has finally resulted in the breakdown of the 
year-long negotiations over the establishment of a dem- 
ocratic political system in Hong Kong. Chris Patten 
holds that only preserving a regular election system will 
be of some help to Hong Kong's democratization pro- 
cess, despite the opposition of some, it remains impera- 
tive. But the PRC asks that if Britain values democracy 
so, why did Britain not practice democracy when it 
began to rule Hong Kong after the Opium War. Why did 
Britain wait until the last three years before Hong Kong’s 
sovereignty reverts to China to start establishing demo- 
cratic institutions? The PRC’s psychology goes: ““Where 
does this Chris Patten think he is! He had better realize 
clearly that Hong Kong in any case is not his election 
district!” 


While Chris Patten’s tough stance of sticking to his own 
stand is of course bolstered by the backing of the British 
Government, the fact that so many Hongkongers vigor- 
ously support Patten’s proposals is also a key factor. 
While Hongkongers know that the PRC has repeatedly 
declared that it will hold elections immediately after 
1997, so that promoting a democratic system before then 
1S actually in vain, quite a few Hongkongers still support 
Patten’s proposals, their key rationale being to deflect 
their unease about the future through Sino-British 
negotiations. 


In its term of rule over Hong Kong, the British did not 
set up a parliament, instead having the Hong Kong 
Government appoint certain powerful figures close to 
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the British to form “advisory commissions” to exercise 
that function. The PRC authorities had long since fig- 
ured that as long as they took over these responsibilities 
from British hands, and then “followed their established 
rules,” they could save a lot of trouble. Who would have 
guessed that the British, just as they were about to leave 
Hong Kong, would actually try to put a parliamentary 
system into effect, posing such a real problem for the 
PRC. 


In the Sino-British negotiations, Britain was uncon- 
vincing about its sincerity in rooting democracy deeply 
in Hong Kong, while the PRC firmly opposed the 
possibility of an election system that would cultivate 
dissent. The Beijing authorities claim that Western-style 
democracy is certainly not the only kind, saying that in 
China with a population of 1.2 billion, practicing West- 
ern-style democracy would create irreparable national 
chaos. In other words, the PRC is doing all it can to 
design a political system similar to its current Commu- 
nist one to apply to Hong Kong after 1997. 


Hong Kong has long been a British colony, with Hon- 
gkongers being seen all along as a colonized people, so 
not necessarily able to enjoy human rights equal to that 
of the people in countries with rule by law. But Hon- 
gkongers at least have enjoyed freedom of speech, as well 
as the right to hold property according to law. Hon- 
gkongers themselves also hold that their plight is far 
better than that of the people on mainland China under 
Communism. But as Hongkongers have come to under- 
stand clearly that the PRC will allow only those “model 
legislators” (who kowtow to the PRC) to practice rule of 
Hong Kong by Hongkongers, they are already well 
alarmed. In fact, it has long been known to those familar 
with the PRC that Hongkongers feel this way. 


On the other hand, the PRC authorities have also heard 
to one extent or another the fact that “most Hongkongers 
have a hostile attitude toward the PRC authorities.” 
Furthermore, as all Hongkongers have received Western- 
style education, they are apt to adopt Western values in 
their approach to things, easily looking down on tradi- 
tional Chinese thinking. While there have been occa- 
sional arguments that Hongkongers need to better study 
Chinese thinking, such voices have been insignificant. 
When today’s Hongkongers see reports of PRC leaders 
preaching to Hong Kong reporters at news conferences, 
they are reminded of the moral character of the KMT 
{[Kuomingtang] takeover of Taiwan from the Japanese 
50 years ago, with the exact sameness of the two events 
bringing out involuntarily wry smiles. [passage omitted] 


To win the good opinion of others, always discussing and 
fussing about their faults is really of no help at all. 
Moreover, when the PRC harangues Hongkongers who 
have experienced 150 years of British rule and received 
European and U.S. educations with “you Hongkongers 
know too little about China,” no one listens. Between the 
senior cadres who are sent to Hong Kong by the PRC and 
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Hongkongers, there is a perception gap precisely on this 
point, casting a shadow over those optimistic about what 
will happen after 1997. 


While these are all my own inferences, if this state of 
affairs continues, before the PRC Government takes 
over Hong Kong in 1997, I hold that we are likely to see 
another wave of Horg Kong immigration abroad. While 
the Sino-British negotiations have broken down, it can 
still be considered fortunate that Hong Kong property 
values and stock markets have not dropped precipi- 
tously. But we cannot necessarily rely on this to conclude 
that Hongkongers have a stable mindset. 


For instance, the “green passports” that Hongkongers 
now use as tourists abroad will become invalid on 30 
June 1997, and other passports will be issued beginning 
on | July. But this passport change will take some time. 
Questions, such as whether Hong Kong tourism abroad 
will halt during this passport-changeover process, or 
whether the “green passports” will continue to be used 
temporarily after 1997, or whether all countries will 
continue to be allowed to enter Hong Kong without 
visas, or whether Hongkongers with PRC passports will 
be subject to strict limitations, are all troubling Hon- 
gkongers. 


In addition, once the British military withdraws and 1s 
replaced by the PLA, if PLA soldiers violate traffic rules, 
will the Hong Kong police be able to exercise their public 
authority to suppress them? All one has to do ts to take 
a look at PLA moral conduct on the mainland to infer 
that Hong Kong police will be unable to write them 
tickets. So it would be very hard to say that the PRC 
military would not in the future try to exercise in Hong 
Kong “extraterritoriality.”” As long as one can imagine 
such possibilities in Hong Kong's future, it will wake one 
up to the fact that Hong Kong will not be the place the 
live. So some of my friends have long since made 
preparations, immigrating years ago to Canada and 
Australia, and returning to Hong Kong only after 
obtaining a new nationality. And as those who never 
immigrated have recently been feeling increasingly 
uneasy, an immigration tide will certainly recur in 1994 
and 1995. 


While this wave of immigration will occur quietly and 
without fanfare, in any event, three years from now 
Hong Kong is going to find itself under the control of the 
PRC regime. We all at times earnestly hope that at the 
time, Hong Kong will be able to undergo a peaceful 
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change of sovereignty that will leave us relieved at the 
absence of any great chaos. But as to whether our wishes 
will be fulfilled, we are certainly not optimistic. This is 
because the Sino-British negotiating process has cer- 
tainly never given consideration to Hongkongers whose 
crucial interests are at stake in the negotiations, as well as 
never having adopted Hongkongers’ opinions. The 
leading Beijing authorities have long been prejudiced, 
believing that Hongkongers are hard fellows to deal with. 
This is because they hold that the Hong Kong problem 
will remain a problem no matter how it 1s handled 
(hungry no matter how well fed). 


There were certainly a few Hongkongers who, at the time 
of the Tiananmen incident, provided funds and support 
to the democracy students, as well as unmercifully 
opposing and criticizing the statements of PRC repre- 
sentatives, such as the Director of the Hong Kong and 
Macao Affairs Office. In the eyes of mainland officials 
who had never been directly interviewed by the press or 
media, there were of course thoughts about someday 
being able to banish Hongkongers beyond the pale of 
Chinese civilization. Of course, we certainly do not hold 
that the actions taken by Hongkongers toward the Chi- 
nese Government or the words expressing criticism were 
“unpatriotic actions” or “anti-government speech,” 
rather showing a too large perception gap between the 
PRC authorities and Hong Kong residents. Hongkongers 
have long since seen their fate as returning to the 
embrace of China, willingly accepting the one country, 
two systems policy. So as all have recognized their fate, 
why the unease about 1997? The major concern is that 
Hongkongers’ views may not be heard in the future. 


If the senior PRC cadres stationed in Hong Kong (cur- 
rently represented by the New China News Agency) 
regard Hongkongers as anti-government, then Hon- 
gkongers will see the PRC Government as an autocratic 
government. Once a tooth-for-tooth confrontation 
occurs, the Tiananmen incident 1s very likely to be 
replayed in Hong Kong. Just as in the 28 February 
incident that occurred in Taiwan, a misunderstanding 
between the government and the populace can touch off 
a historic tragedy. But as the current world order is 
completely different from that of forty-some vears ago, 
with officials more open and everyone verv concerned 
with and sensitive to the news transmitted to the world 
through satellite communications, it will not be so easy 
for matters to evolve into a bloody conflict. While there 
are now ways to avoid such a serious state of affairs, 
there are no laws that could prevent a bloody clash, or no 
clear guarantees. [passage omitted] 
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